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Linden Generating Station of Public Service Electric and Gas Company of New Jersey, wher: 
the first main steam line of Type 316 has been in service, on Unit No. 2, since December, 1957. 


One of Kellogg’s Many Power Piping Firsts 


Public Service Electric and Gas Company’s Linden Generating Station 
is the first utility plant to use Type 316 stainless steel for a main steam 
line. Installed in Unit No. 2, with throttle conditions of 2350 psi and 
1100 F, this alloy piping is 11% in. O.D. x 1%6 in. minimum wall 
thickness. The M. W. Kellogg Company fabricated this and other 
critical systems for this unit. 

Kellogg’s long list of “‘firsts” in power piping fabrication is due largely 
to its continuing studies in search for new alloys and new fabricating 
techniques which will permit industry to achieve still higher operating 
efficiencies. Kellogg is now working with Public Service of New Jersey 
on the main steam and other critical lines at Bergen and Mercer 
generating stations, utilizing austenitic and ferritic alloys. 

Kellogg welcomes the opportunity to discuss its complete power 
piping design, fabrication, and erection facilities with consulting engi- 
neers, engineers of power generating companies, and manufacturers 
of boilers, turbines, and auxiliary equipment. 

Fabricated Products Sales Division 
THE M.W. KELLOGG COMPANY, 711 THIRD AVENUE, NEW YORK 17, N.Y. 


A SUBSIDIARY OF PULLMAN INCORPORATED 


The Canadian Kellogg Co., Ltd., Toronto e Kellogg International Corp., London e Kellogg Pan American Corp., New 
York e Societe Kellogg, Paris e Companhia Kellogg Brastletra, Rio de Janeiro e Compania Kellogg de Venezuela, Caracas 
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FIRST IN FABRICATION OF: 


© Piping from C. %2% Mo. 
® Station piping for 900 F. 
® Station piping for 950 F. 
® Station piping for 2200 psi. 
@ C. %% Mo. piping with #3-#5 actual 
grain size 
© 1%4% Cr.-%2% Mo. steam piping 
© Steam piping for 1000 F. 
© Ya% Cr.-Y2% Mo. station piping 
© 2% Cr.-’2% Mo. station piping 
® Station piping for 1000 F. 
© 2Y%4% Cr.-1% Mo. station piping 
© 1%4% Cr.-’a% Mo. station piping 
© 1% Cr.-1% Mo. V. turbine piping 
© 2%% Cr.-1% Mo. V. station piping 
® Station piping for 1050 F. 
© 3% Cr.-1% Mo. station piping 
© Type 347 stainless turbine piping 
© Mercury vapor piping for 1000 F. 
® Station piping for 1003 F. for France 
© Type 347 stainless station piping 
® Station piping for 1100 F. 
® Type 316 stainless station piping 
© Type 316 stainless station piping for 
3500 psi-1050 F., 325 MW. 
© Type 316 stainless station piping for 
5600 psi-1200 F., 325 MW. 
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POWER PIPING—THE VITAL LINK 
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300 PARK AVENUE, NEW YORK 22, NEW YORK 
COMMONWEALTH ASSOCIATES INC. 
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The Commonwealth Professional Engineering Organization 


ing or other business matters, the consulting 
advisory services of Commonwealth can be of ma 
rial assistance. 

These services are integrated with the pl 
and policies of client management in accompli 
ing the desired objectives. Commonwealth exp 
ence is built on work covering many states 
companies, in operations varying from a few 
ployees to thousands, and in projects from ai 
dollars to many millions. 

Commonwealth is an independent organiza 
built on a business record of 50 years, and wh 
owned by officers and employees. 

Let our booklet tell you more. 
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THE COLUMB 
SYSTEM, INC. 


eonsy|\ ania, West Virginia, Kentucky, COLUMBIA GAS SYSTEM SERVICE CORPORATION 
A biting COLUMBIA HYDROCARBON CORPORATION 
iginia, Maryland and southern New 


120 EAST 41st STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 


ork — natural gas continues to be the Avenue, Sc, CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 


{ 4 PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
eferred fuel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


with the Codltors 


re utilities of all kinds have to raise 
their funds for new plant construction 
in the same money markets as all other 
forms of enterprise. The utilities must 
compete, in other words, with industries 
which are not regulated except by com- 
petition. This means that the utilities 
must offer to the investor terms which 
are comparable with those of nonregu- 
lated industry, with due regard for rela- 
tive risk. And when we stop to consider 
that the utility industry has been respon- 
sible for almost half of all new equity 
security issues since the end of World 
War II, this participation in a competitive 
money market is very important. 


A RETURN for utility stocks which 
would be more than the competition and 
risks involved would require the company 
to give the investors an undue advantage 
over the utility ratepaver. Conversely a 
return substantially less than required by 
the competition and risk involved would 
penalize the utility investor, and eventual- 
ly make the cost of utility capital very 
expensive. As a result, some doubt has 
been expressed as to the soundness of 
using an up-to-date earnings-price ratio 
as a standard for measuring common 
stockholder profits, unless the dividend 


HERBERT M. BRATTER 


FRED P. MORRISSEY 


“pay-out” factor is given substantial 
weight. 


In determining a fair return for utility 
equity a lot has been said by experts and 
others about the effect of the so-called 
“pay-out” and dividends. But are the util- 
ity investors buying dividends only? And 
do they have no interest in retained earn- 
ings and value? It has been said that 
where two companies have the same earn- 
ing power, and all other things are equal, 
the one paying the larger dividend will 
sell higher. 


But does this mean that the use of 
dividend-price ratios in determining the 
return for equity has more meaning than 
the use of an earnings-price ratio? Some 
have reached the conclusion that the high 
pay-out reduces the cost of equity to the 
utility company and is itself a determinant 
of market price. 


(hen opening article in this issue dis- 
cusses this question of reliance on 
earnings-price ratio, as well as reliance on 
dividends-price ratio over given periods 
of time. It shows how investors in utili- 
ties which have followed a low pay-out 
during the Korean War period have en- 
joyed a substantially greater increase in 
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"X-ray" view of the SRT—showing the ex- 
clusive L-M regulating mechanism at the top 
of the Round-Wound core-coil assembly, and 
the under-load tap changer. SRT's will be 
available in the following ratings: 

2400 volts, 10 through 25 kva 

4160 volts, 10 through 3714 kva 

4800 volts, 10 through 50 kva 

7200 and 7620 volts, 10 through 75 kva 
12,000, 14,000 a - years ae kva 
The SRT is th i 
development of the Themes A. Edison Labora- 
tories of McGraw-Edison Company. 








lf-Regulating distribution Transformer 


ides regulation at the point of use, corrects overvoltage and undervoltage in four 22% steps; 
roves utility company revenue and provides better service for utility customers. 


sapere 


By ROBERT P. THOMPSON 
Manager of Engineering, Transformers 
Line Material Industries 


The new L-M Self-Regulating distribution 
sformer should make an outstanding contribution to 
table, <conomical utility operation. By providing regu- 
nat th point of use, the SRT improves revenue by avoid- 
loss in »illings caused by undervoltage; and it gives cus- 
ts bett-r service by more efficient operation of lights, ap- 

s, aril all other electrical devices. By preventing over- 
ge, it duces burnouts of lamps and television tubes. 


Rounc'-Wound Design 

SRT is »asically a Round-Wound?® transformer with extra 
on the »rimary, and an under-load tap changer. The volt- 
regulati1g mechanism is volt-sensitive on the secondary, 
oltage i. maintained within a 314-volt band width centered 
nd 120 \olts, 


dapt-A-7ap” Range Selector 
“Adap:.A-Tap” range selector provides a full 20% range 


within which the taps for the 10% automatic regulation may 
be selected—all below, straddle, or all above normal. Thus 
the SRT may be located anywhere on the line—at the end, in 
the middle, or near the substation. Four 214% steps are pro- 
vided. Operation occurs only after a time delay to prevent 
undesirable operation and “hunting” on switching surges and 
momentary voltage changes outside the band width, 


More Economical Regulation 

The SRT provides extremely economical regulation, at the 
point of use, and it opens wider horizons to the distribution 
system design engineer for more effective system planning. 


Sold For Test Program 

The limited initial production of SRT’s will be sold to utility 
companies who wish to make thorough tests of the possibili- 
ties of this revolutionary new engineering development. These 
tests should enable utilities to determine the extent to which 
SRT’s may be applied, and the best methods of application. 


Ask The L-M Field Engineer 

For details about the SRT, ask the L-M Field Engineer who 
calls on your company; or write A. R. Waehner, Director of 
Transformer Sales, Line Material Industries, Milwaukee 1. 


LINE MATERIAL Industries 


McGRAW-EDISON 


COMPANY 





PAGES WITH THE EDITORS (Continued) 


market price earnings, dividends, etc., than 
investors in companies with high pay-out 
ratios. 


THE author of this article is Frep P. 
Morrissey, associate professor of the 
University of California Graduate School 
of Business Administration. Mr. Mor- 
RISSEY was born in Brantford, Canada, in 
1920 and graduated from the University 
of Toronto with the degree of Bachelor 
of Commerce in 1943. After three years 
in the Canadian Army as a statistician he 
returned to Toronto for graduate work 
and was awarded the Master’s degree and 
lectured there for a year before going to 
Columbia University to work for a PhD 
degree in economics, which he obtained in 
1951. Since 1949 Dr. Morrissey has 
been on the staff of the School of Busi- 
ness Administration of the University of 
California in Berkeley. His fields of in- 
terest and teaching are finance, public util- 
ities, and business economics. 


aM this writing Congress continues to 

dawdle over a proposal, recommend- 
ed by President Eisenhower, authorizing 
an agreement on the development of nu- 
clear reactors in Europe or the so-called 
EURATOM program. The article be- 
ginning on page 228 in this issue deals 
with nuclear power abroad in mid-1958. 
It is a two-part article by HerBert M. 
BRATTER, financial and economic writer 
of Washington, D. C. He was originally 
a native of New York city and is a grad- 
uate of Columbia University School of 


WILLIAM J. MCKENN 


Business Administration. He started out 
in the early twenties as a statistician for 
the Chinese government in Shanghai. He 
continued in the export business in Buenos 
Aires and joined the government service 
in 1929 as a business specialist for the 
Commerce and Treasury departments. 
During this period he was assigned to the 
American Embassy in Tokyo. In recent 
vears, Mr. BRATTER has been Washing- 
ton correspondent for Banking magazine 
and has also contributed to Nation’s Busi- 
ness, Barron’s, and The Annalist. 


DD ewes activity by a labor union, re- 
sulting in a definite departure from 
its traditional role, is discussed by Dr. 
WiLttiAM J. McKenna, assistant pro- 
fessor of economics at Temple University 
in Philadelphia, whose article “CWA Pol- 
icy toward Regulatory Commissions” be- 
gins on page 236. Dr. MCKENNA is a 
graduate (BS, ’36; MS, °38) of the 
Wharton School of the University of 
Pennsylvania. He took his PhD at the 
graduate school of the same institution in 
1951. He has taught at Temple Univer- 
sity since 1946, such courses as utility 
regulation, transportation, general eco- 
nomics, and political science. 


x * * x 


W: can only blame the hot weather or 
the gremlins in the editorial office 
for a typographical slip made in our issue 
of July 31st. The leading article in that 
issue by Willard F. Stanley should have 
been entitled “Wanted—A Program to 
:qualize the Flow of New Securities” 
instead of what actually got into print: 
“Wanted—A Program to Equalize the 
Flow of Recession.” The error occurred 
through a typographical transposition of 
part of a title of another article in the 
same issue. We hope that none of our 
readers were seriously misled, but some 
of them are probably a bit confused. 


THE next number of this magazine will 
be out August 28th. 


y Me. Ow 
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This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 Ibs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


Here is one of the largest high head butterfly valves ever built, 
undergoing a shop test at Newport News. If you had an 
opportiinity to follow this unit from start to finish, you would see 
first had how Newport News produces massive equipment 


econorically. For economy is a basic advantage that results from NEWPORT 

Newpo:t News’ high integration of skill and production facilities. 
Lary. engineering and technical staffs, operating a plant NEWS 

compr!.ing acres of brass, iron and steel foundries, five huge 


machir:.. shops and other extensive fabricating facilities, have made SHIPBUILDING AND 
Newpe:: News one of the world’s largest producers of hydraulic DRY DOCK COMPANY 
turbines. valves, gates, penstocks and other essential equipment... Newport News, Virginia 
both sti ndard and special in design. 





~ 


Let us bid on your equipment. Write us today for your copy of 
“Water !’ower Equipment.” 





C om in g IN THE NEXT ISSUE 


(August 28, 1958, issue) 


* 


THE "MEMPHIS" DECISION—WHERE DO WE GO FROM HERE? 

The U. S. Supreme Court refused to be rushed during its recent term of court into 
any short-cut procedure for hearing the appeal from the U. S. circuit court of appeals 
decision (District of Columbia) in the so-called Memphis case. This was the decision 
which requires that pipeline companies must obtain the consent of their distributing 
customers before filing increased rates under § 4 of the Natural Gas Act. Al- 
though the highest court has agreed to review this case the fact that it must remain in 
the limbo of undecided questions at least until next winter, has created special prob- 
lems for the natural gas pipeline companies. Henry F. Lippitt, 2nd, a gas company 
attorney of Los Angeles, California, has considered the possibilities not only of court 
review but also of congressional action and what the gas industry might do by way of 
conforming (or postponing conformity) with the Memphis decision. 


DUTIES OF A COMMISSIONER 

Nearly three decades ago a regulatory controversy of the first magnitude broke out 
over the question of whether public service commissioners had a duty to protect 
utility customers which was paramount to their duty of dispensing equal justice to all 
parties in regulatory proceedings, including public utility companies. The late William 
A. Prendergast, chairman of the New York commission, resigned his post rather than 
accept the view of the then governor of New York, Franklin D. Roosevelt, that com- 
missioners should aggressively look out for the interests of the utility consumer instead 
of adopting a more judicial attitude of seeing that justice was done to all parties. 
Today the réle of the public service commissioner no longer casts this issue in such 
sharp relief. But there are still questions now and then as to what the duties of a com- 
missioner should be and how they should be fulfilled. In this article a member of the 
California Public Utilities Commission, Ray E. Untereiner, outlines his conception of 
the commissioner's regulatory responsibilities, especially in the field of rate making. 
He also touches on some guiding principles of rate making, including the treatment 
of the rate base, operating expenses, and the allowable rate of return. 


NUCLEAR POWER ABROAD IN MID-1958. PART II. 
Still pending in Congress at this writing is the plan for setting up an agency known 
as EURATOM. This would, in effect, create a legal entity which could become the in 
strument of administering American assistance to friendly foreign countries in Europe 
seeking to develop their own nuclear power plants. It would not be a give-away pro- 
gram.The European nations would buy American products. The United States govern- 
ment would supply only credit, while American industry would supply know-how and 
plant equipment. In the first instalment of this two-part series on nuclear power plants 
abroad, Herbert M. Bratter, Washington economist and business author, touched on 
such developments in India, Red China, Canada, Norway, Germany, Sweden, and 
Belgium. In this second part he gets around to France, Italy, Brazil, and Japan, and 
specific new programs for financing such plants. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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R&S HAS THE KEY to “intelligent anticipation of facts’ upon which rate increase 
applications can be solidly based—continuing monthly rate analyses, delivered in plenty 






of time for a ‘forward instead of a backward look’. 
The difference can be great in return on invested capital (which now should be 
614—7%) and in more favorable terms when seeking new capital for expansion. 
R &S “One Step” Method of Bill Analysis 


is simplicity itself to put into operation—we do 








all the work in our office on the machine illus- 
trated below (exclusive with R & S). The cost 
is infinitely lower and faster than by any other 
method. 

We would like to send you the complete 
story—a request to Dept. P-1 will bring you the 
booklet “THE ONE STEP METHOD OF 
BILL ANALYSIS’—no obligation of course. 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 











NATION-WIDE SERVICE 





STATEMENT 
New Hampshire Public 


Utilities Commission. 


ARTHUR KEMP 
Professor of money and credit, 
Claremont Men’s College. 


MILTON C. LIGHTNER 
President, National Association 
of Manufacturers. 


Rocer M. BLovGH 
Chairman of the board, United 
States Steel Corporation. 


EDITORIAL STATEMENT 
Los Angeles Times. 


WiILt1AM HENRY CHAMBERLIN 
Columnist. 






A. WHITNEY GRISWOLD 
President, Vale University. 


CEaoukble CEeke 


“There never was in the world two opinions alike.” 


—MoNTAIGNE 





“We believe the economy of the state requires the 
survival of railroad passenger service. Many people 
will not fly and do not care to drive on the crowded 
highways.” 


¥ 


“Classical liberalism, long quiescent in America, is 
beginning to undergo a resurgence among thinking 
scholars. ... We are coming increasingly to realize that 
economic freedom is less important as an end in itself 
than as a necessary, but not sufficient, condition for 
political freedom.” 


¥ 


“We have adopted the philosophy of Karl Marx, who 
said the way to destroy Capitalism is to destroy capital, 
and the way to destroy capital is by steeply graduated 
progressive income taxes. The government in effect is 
telling business . . . ‘We don’t want you to grow. We're 
against venture capital, initiative, and.drive.’ ” 


¥ 


“In addition to correcting a tax injustice, a more 
realistic approach to depreciation on the part of taxing 
authorities would be an excellent boost to business right 
now. For one thing, it would stimulate investment in 
cost-reducing equipment and machinery, one of the areas 
where the decline promises to be the sharpest.” 


* 


“There is no pat definition for an executive, except 
perhaps that he is an unusual man and that he would 
not be likely to be occupying his position unless he were 
unusual. It follows therefore that he has ideas of his 
own and it would be unusual indeed if there were a blank 
conformity with the ideas of other executives.” 


¥ 


‘ 


‘... the last thing Communists understand, want, or 
tolerate is the free debate and discussion which is the 
breath of life in a democracy. They simply cannot beat 
that opinions contrary to theirs should find free expres 
sion. When out of power their instrument is the incite 
mob; when in power the secret police take care of al! 
would-be critics.” 


¥ 


“We have become too much a nation of lookers an: 
listeners, a nation of spectators. Amidst the eas) 
artificiality of our life, the plethora of substitutes fc: 
learning and thinking, the innumerable devices for avoid 
ing or delegating personal responsibility for our opin 
ions, even for having any opinions, the fine edge of ou 
faith has been dulled, our creative powers atrophied.” 
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New Dodge Tradesman—a pick-up with side lockers. 


Here’s what a leading automotive magazine 
reports about fuel economy— 
in the 3 low-priced trucks 


best way to compare products is to test them 
oughly. That’s exactly what a leading auto- 
ve magazine’s test drivers did with all three 
priced pick-up trucks. The results are revealed 
recent issue. One important result was that the 
ge V-8. even with its extra power, gave better 
mileag:: than the other two V-8’s tested. 


P are some of the statements reported in this 
azine 2hout the Dodge Power Giant pick-up: 


Bt in ec onomy! The magazine reports on over- 
bas miliige, “In spite of the lowest gear, 4.11, 
the largest displacement engine, the Dodge 
ed to be the most miserly, averaging 13.5 mpg.” 


ay leaders of the low-priced 3 


First in payload! The article says, “All test 
drivers agreed that the Dodge was the best equipped 
of the three when it came to carrying a good load.” 


First in power! The magazine states, “. . . the 
Dodge had quite a hill climbing advantage over the 
other trucks.” 


First in styling! No mention of styling was made 
in the magazine’s report, since it was a performance 
test. We’ll leave that comparison to you—confident 
that you’ll rate Dodge number one. 

Make your own test of the four-way leader of the 
low-priced three, at your Dodge dealer’s. Do it soon, 
and get his special 40th-Anniversary deal! 


Die) aig Ee Power Giants 











Twofold Benefits From The 


Analysts Journel 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 








THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 


1 Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


1) Please send me your advertising brochure. 
Name 


Address 














ERT AS IO ATI EE 


bifelines of the nation. 


Praying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 
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To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 5, N.Y. 


Capital Funds over $130,000,000 


Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 


Georce A. Murpny, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 














NO'Y AVAILABLE! 
umiTe> epition; PROCEEDINGS 


1957 CONVENTION 


AT MEMPHIS, TENNESSEE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 








THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad DO Sadevnatic 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects TB Peaceful 
of "Current Trends in Airline Regulation," “Current Surface Transportation Problems," | 


and "Nuclear Energy in the Electric Industry." il 
Price $10.00 — 644 Pages | 1-13. , 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions, the new editions have been printed in three (3) 


volumes: 


Class A & B — 128 pages 


Accounts for utilities having annual water operating revenues of $250,000 or more.... 


Class C — 100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more and 


less than $250,000 


Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000. ... 


Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates” 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- . 
phone rate in effect June 30, 1957 : West 

| ( 1 ( 

Telephone Separations Manual (Revised 1957) a": 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 

Depreciation: 


1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound.. 4.50 


1946—Methods of Pricing Retirements from Group Property Accounts 1.25 
1948—Letter Symbols for Mathematics of Depreciation 1.00 
1948—Half Cycle Methods of Estimating Service Life 1.00 
1950—Remaining Life Basis of Accounting for Depreciation 50 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under Gooen: 
Internal Revenue Code of 1954) 1.25 rigs 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities).. 1.00 ‘i ™ 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


P. O. BOX 684 WASHINGTON 4, D. C. 
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Thursday—14 


International Conference on 
Peaceful Uses of Atomic 
Energy will be held, 
Geneva, Switzerland. Sept. 
1-13. Advance notice. 


Friday—15 


Institute of Radio Engi- 

neers ends 3-day conference 

on electronic standards 

and measurements, Boulder, 
Colo. 


@ 


Saturday—16 


Pacific Coast Gas Assocta- 
tion will hold annual con- 
vention, Portland, Ore. 
Sept. 3-5. Advance notice. 


Sunday—17 


Illuminating Engineering 
Society begins national 
technical conference, 
Toronto, Ontario, Canada. 





Monday—18 


New Jersey Gas Associa- 
tion will hold annual meet- 
ing, Spring Lake, N. J. 
Sept. 5, Advance notice. 


Tuesday—19 


American Institute of Elec- 

trical Engineers begins 

Pacific general meeting, 
Sacramento, Cal. 


Wednesday—20 


World Power Conference, 
Canadian Section, will be 
held, Montreal, Quebec, 
Canada, Sept. 7-11. Ad- 


vance notice. 


Thursday—21 


American Water Works 

Association, Michigan Sec- 

tion, will hold annual 

meeting, Grand Rapids, 

Mich. Sept. 8-10. Advance 
notice. 


£3) 





Friday—22 


Western Electronic Show 
and Convention end, Los 
ingeles, Cal. 


Saturday—23 


Michigan Independent 
Telephone Association will 
hold annual convention, 
Grand Rapids, Mich. Sept. 
9-11. Advance notice. 


Sunday—24 


National Association of 
Educational Broadcasters 
begins TV instruction con- 
ference, Lafayette, Ind. 


Monday—25 


American Bar Association 
begins annual meeting, Los 
Angeles, Cal. 





Tuesday—26 


Georg’: Broadcasters As- 
Sociati' : begins meeting, 
S:. Simons, Ga. 





Wednesday—27 


Appalachian Gas Measure- 
ment Short Course ends, 
Morgantown, W. Va. 





Thursday—28 


Maryland Utilities Associa- 

tion will hold fall confer- 

ence, Virginia Beach, Va. 

Sept. 12, 13. Advance 
notice. 





Friday—29 


Southeastern Electric Ex- 

change Public Utility Ex- 

ecutive Course ends, At- 
lanta, Ga. 



































Courtesy, The Babcock & Wilcox Company 


Where Atoms “Pop” 


Heart of experimental reactor at Lynchburg, Virginia, that initiates 
and controls atomic chain reactions. 
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Current Aspects of the Cost of 
Capital to Utilities 


Have investors changed their standards of relative appraisal of* 

earnings as compared with dividends? Is the investor becoming 

more sophisticated in his opinion of “retained earnings’? Is there 

a tendency among utility investors to revolt against being put into a 

position of junior preferred stockholders? Here are some thought- 

ful comments on the change from the emphasis on dividends and 
what it portends in the future. 


By FRED P. MORRISSEY* 


HE determination of the allowable 
return for the common equity com- 
ponent of a utility’s capitalization 
continues to dominate electric utility rate 
cases. This situation seems amply justi- 
fied in view of the role of the return to 
the equity investor in a free enterprise so- 
ciety. The search for profit is still the ma- 
*Associate professor of business administration, 
University of California, School of Business Admin- 


istration, Berkeley, California. For additional per- 
sonal note, see “Pages with the Editors.” 


jor motivating force in our free enterprise 
economy. Utilities face a competitive cap- 
ital market where the investor must be 
wooed and offered investment terms com- 
parable to those of nonregulated industry 
with relative risks considered. 

This participation in a competitive mar- 
ket is of even greater significance when 
one considers that the utility industry has 
accounted for approximately 50 per cent 
of new equity issues in the postwar pe- 
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riod—a trend likely to continue. On the 
other hand, a return for the equity inter- 
est.in excess of that which is legally and 
economically required, one which would 
compensate more than competition and 
the risks demand, would provide equity in- 
vestors with a windfall at the expense of 
the utility consumers. Thus, one can readi- 
ly see the importance of a full and exten- 
sive documentation of factors affecting 
the equity market in utility rate cases. 


T is not only desirable but necessary that 
utility regulatory agencies give the ut- 
most consideration to this complex prob- 
lem. This article is limited essentially to 
two important aspects of the return for 
common equity—first, to designate the re- 
cent changes in investor evaluation of 
cash dividends vis-a-vis retained earnings ; 
and second, to consider the problem of re- 
lating growth in earnings per share to the 
reported market prices of these securities. 
Accordingly some doubt will be expressed 
about the validity of using current earn- 
ings and current price ratios as a measure 
of an adequate return to common stock- 
holders. 


Capital Structure Changes 


oe proceeding with this equity as- 
pect in detail, it might be desirable to 
point out that the common equity interest 
in electric utilities has tended to increase 
in the postwar period. Table I shows the 
average capital structure for 79 electric 
operating companies in 1946 and 1956 for 
which data are available. (See page 219.) 
It will be noted that the common equity 
proportion has increased 5 per cent, which 
reflects an almost equal decline in the pro- 
portion of the preferred stock component. 
Long-term debt, on the other hand, has re- 
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mained a constant percentage—a fact 
which lends little comfort to those that 
claim debt money is cheap money and 
therefore should be used lavishly to lower 
the overall cost of capital for a utility. 
Another feature to be noted about the 
capital structure is that the industry has 
become much more homogeneous with re- 
gard to the proportions of the various 
components. The statistical measure of 
variation from the average, the standard 
deviation, is included in Table I. This 
measure suggests that the capital struc- 
tures of the various electrics tend to ap- 
proximate more closely the average in 
1956 than in 1946, with the companies 
with extremely low (or extremely high) 
debt ratios having increased (or de- 
creased) their portion of debt outstand- 


ing. 


Hus there are fewer “maverick” or 

“unorthodox” companies by financial 
standards in 1956 than in 1946. This tend- 
ency to uniformity in capital structures 
has practically eliminated one of the areas 
of controversy in electric utility rate cases 
because even critical opposition witnesses 
have found difficulty in providing market 
evidence favoring higher debt ratios; and 
management finds it difficult to argue that 
“everyone else is wrong and only we are 
right” if it favors a lower than average 
ratio. It should be obvious, however, that 
all utilities do not have the same stability 
of earnings and that the appropriate debt 
ratio should be appraised in the light of 
each individual utility’s stability. 

It appears that the electrics are experi- 
encing a favorable set of circumstances in 
the present recession, because the decline 
in industrial power revenues appears to be 
completely offset by increased revenue 
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from the residential and commercial con- 
sumers—thus emphasizing the basic sta- 
bility of the industry. Yet it should be 
noted that the continued growth of the 
residential and commercial consumers 
may not be enough to avoid substantial ex- 
cess capacity for some electrics which 
thought their rapid growth would be con- 
tinuous and which provided for additional 
capacity on this premise. 

The current recession, if it proceeds 
further, may well serve to emphasize 
the specific nature of a utility’s capital 
structure. Rapidly expanding companies 
may face substantial excess capacity and 
lowered earnings, as may those with a pre- 
ponderance of industrial power sales. A 
similar testing period may be provided for 
the telephone industry, which has long 
claimed a greater volatility of toll revenues 
and the general lower preference for tele- 
phone expenditures in the consumer’s 
budget when incomes decline. In the ab- 
sence of rate changes, any slacking in de- 
mand would be reflected in poorer earn- 
ings and excess capacity. 


Changes in Investors’ Evaluation of 
Retained Earnings Vis-a-vis 
Cash Dividends 


r considering a fair and reasonable re- 
turn for the equity component of the 


utility’s capitalization, much attention has 
been given by expert witnesses and the 
commission staffs to the effect of the pro- 
portion of earnings paid out in dividends 
(the pay-out ratio) on investors’ evalua- 
tion of a utility’s stock. It has been held by 
some witnesses that investors are buying 
dividends solely and place little or no value 
on retained earnings. 

This attitude is exemplified, and per- 
haps caused by the unequivocal statement 
of Benjamin Graham and David L. Dodd 
in their book, “Security Analysis.”! “Re- 
tained earnings are valued by investors at 
a much lower rate than those which are 
distributed.” (Page 273.) “Other things 
being equal, the higher the dividend, the 
higher the price. If two companies have 
the same earning power and are otherwise 
in the same general position, the one pay- 
ing the larger dividend will invariably sell 
higher.” (Page 431.) 

Rate of return witnesses have seized 
upon this sentiment to conclude that it is 
more meaningful to use dividend-price 
ratios in the computation of the return for 
equity than to use earnings-price ratios. 
Documenting this conclusion, it is custom- 
ary to show a chart whereon earnings- 
price ratios and dividend-price ratios are 
plotted against pay-out ratio over a sub- 


aa York, McGraw Hill Book Company, Inc., 
1951. 


TABLE I 


AVERAGE CAPITAL STRUCTURE—79 LARGEST 
OPERATING ELECTRIC COMPANIES 


1946 
51.6% 
17.8% 
30.6% 


100.0% 


Debt (Long-term) 
Pref. Stock 
Common Equity 


Standard 
Deviation 


13.3% 5.5 
35.7% 4.4 


100.0% 


Standard 
Deviation 
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stantial number of years. The earnings- 
price ratio line shows a declining slope 
with increased dividend pay-out while the 
dividends-price ratios are positively sloped 
or are relatively horizontal. Such charts 
are similar to the one included here for 
the year 1950. (See page 223.) 


 igeereren the dividend-price ratio varies 

within a narrow range as the pay-out 
ratio changes, and the yield that investors 
accept is shown to be almost constant re- 
gardless of pay-out ratio, it is concluded 
that investors are buying dividends and 
discount the retained earnings heavily. To 
look at this same picture from the point 
of earnings-price ratio, it is concluded 
that the number of dollars that an investor 
will pay for a dollar of current earnings 
(this is the meaning of the price-earnings 
ratio which is the inverse of the earnings- 
price ratio) is higher when earnings are 
paid out in dividends than when the earn- 
ings are retained. Hence the conclusion 
that a high pay-out reduces the cost of 
equity capital to the utility company and 
that the prime determinant of market 
price is the current dividend. 

The weakness of any complete reliance 
on either earnings-price or dividend-price 
ratios over a time span was discussed in a 
previous article by this author in this mag- 
azine.* Specifically, it was pointed out that 
the use of such ratios neglects to consider 
what has been happening to market price, 
book value, dividends, and earnings over 
the period studied. It was shown at that 
time that the investors in utilities which 
had followed a low pay-out over the pe- 
riod 1948-53 had enjoyed a substantially 
greater increase in market price, book 


2“Dividend Pay-out and Utility Common Stock 
Value,” May 26, 1955, issue. 
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value, and earnings and dividends per 
share than had investors in utilities with 
high pay-out ratios. 

It was concluded that not only do earn- 
ings-price and dividend-price ratios neg- 
lect consideration of these vital factors in 
investor appraisal of a utility stock, but 
that there was evidence that investors 
might well be reappraising the evaluation 
of retained earnings. 


Recent Changes in Investors’ Evaluation 
Of Retained Earnings 


HERE is now further evidence of this 

change in the attitude toward retained 
earnings, clearly indicated in changing 
earnings-price and dividend-price ratios 
themselves. To provide a representative 
sample for study of the electric industry, 
the 27 electric companies included in 
Moody’s 24, and the Dow-Jones 15 utili- 
ties were selected. (See page 222.) The 
earnings-price ratio, the dividend-price 
ratio, and pay-out ratio were computed for 
each company for each year 1950-56. 
Lines of regression for each year were 
fitted relating these ratios to the pay-out 
ratio in the same year and the equations 
for each year are given in Table II, page 
221. The data for three years, 1950, 1953, 
and 1956, are shown graphically in Chart 
I, page 223. 

Two observations stand out in a review 
of these year-by-year comparisons of earn- 
ings- and dividend-price relationships. 
The first is the gradual but almost contin- 
uous flattening out of the earnings-price 
ratio line of regression. This flattening 
can be seen in the slope of the line of re- 
gression which has declined continuously 
from —11.15 per cent to +.49 per cent in 
1956. It is clear that in 1956 the earnings- 
price line was almost perfectly horizontal 
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TABLE II 


EQUATIONS FOR LINES OF REGRESSION RELATING EARNINGS-PRICE AND 
DIVIDEND-PRICE RATIOS TO PAY-OUT RATIO FOR 27 ELECTRIC COMPANIES 


E/P Ratio 


1950 Yco= 16.53% 


11.15% x % Pay-out 


D/P. Ratio 
5.15% + 1.17% x % Pay-out 


1951 12.42% 6.04% x '% Pay-out 3.46% + 3.18% x % Pay-out 
1952 12.12% 6.27% x Yo Pay-out 3.22% + 3.05% x % Pay-out 
1953 10.86% 4.55% x % Pay-out 2.49% + 4.07% x % Pay-out 


1954 8.87% 





—a sharp contrast to the earlier years, par- 
ticularly 1950 and 1951. This 1956 rela- 
tionship of pay-out ratio and earnings- 
price ratio can be interpreted to mean that 
investors in utility stocks will pay the 
same amount for a dollar of earnings re- 
gardless of whether 100 per cent or only 
50 per cent of earnings are paid out in 
dividends. From this we might conclude 
that the market price of a utility stock is 
now more a function of the earnings per 
share than of the cash dividends paid. 


_ second observation from the 

graphic presentation is the change in 
the relationship of dividend-price ratio 
and dividend pay-out. It will be noted that 
this relationship was practically horizontal 
in 1950, but since that time there has been 
a continuous and regular decline in the 
left-hand side of the line at the lower pay- 


2.84% x % Pay-out 
1955 7.91% 1.98% x % Pay-out 1.12% 
1956 6.40% + 0.49% x % Pay-out 
1957 6.17% + 1.09% x % Pay-out 


1.46% + 4.77% x % Pay-out 
+ 4.90% x % Pay-out 

—0.23% + 7.08% x % Pay-out 
—0.24% + 7.29% x % Pay-out 





out ratios. This is evidenced by the in- 
creasing slope of the regression line from 
+1.17 per cent to-+7.08 per.cent as shown 
in Table II. It might be pointed out in 
1956 investors were accepting a 54 per 
cent yield (D/P ratio) with an 80 per cent 
pay-out ratio as opposed to a 43 per cent 
yield on a 67 per cent pay-out ratio (the 
latter figures approximate the average of 
the 27 companies for the year 1956), 
whereas in 1950 the data would indicate 
that investors would require about a 6 
per cent yield regardless of whether a high 
or low pay-out was followed. 

It is unequivocal that the data in Chart 
I show a changing evaluation of earnings 
and dividends by investors of utility equi- 
ties. This change is further evidenced by 
the continuity in the data over the seven- 
vear period. If 1956 alone showed a 
marked change, one would be forced to 
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question the validity but the gradual yet 
persistent nature of the material is strik- 
ing and quite convincing. Analysts and 
utility commissioners should look at sub- 
sequent developments in 1957 and 1958 
with great care to determine if this trend 
continues.* 


8The data for 1957 were prepared after this ar- 
ticle was written. They provide a relationship al- 
most identical with that of 1956, and substantiate 
the investor’s emphasis upon earnings. 


5 


Roster of Selected Utility Companies 
_ of the 27 electric utilities included 

in both Moody’s 24 and the Dow- 
Jones 15 utilities : 


American Gas & Electric Company 

Baltimore Gas & Electric Company 

Boston Edison Company 

Carolina Power & Light Company 

Central Hudson Gas & Electric Corpo- 
ration 

Central Maine Power Company 

Cincinnati Gas & Electric Company 

Cleveland Electric Illuminating Company 

Commonwealth Edison Company 

Connecticut Light & Power Company 

Consolidated Edison Company of New 
York, Inc. 

Dayton Power & Light Company 

Delaware Power & Light Company 

Detroit Edison Company 

Florida Power Corporation 

Houston Lighting & Power Company 

Idaho Power Company 

Indianapolis Power & Light Company 

Niagara Mohawk Power Corporation 

Pacific Gas and Electric Company 

Pennsylvania Power & Light Company 

Philadelphia Electric Company 

Public Service Company of Colorado 

Public Service Electric & Gas Company 

Southern California Edison Company 

Tampa Electric Company 

Utah Power & Light Company 
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ges must ask why have investors 
changed their relative evaluation of 
earnings and dividends? It may be that the 
investor is becoming more sophisticated 
in his appraisal of retained earnings. The 
dividend-preference doctrine relied on the 
adage that “a bird in the hand was worth 
two in the bush” and therefore cash divi- 
dends when received were much more val- 
uable than the retained earnings which 
were still beyond the grasp of the security 
holder. There was a tendency here to over- 
look the fact that retained earnings are 
reinvested in property includable in the 
rate base and will earn a rate of return at 
least equal to that earned on the total in- 
vestment. 

If leverage is introduced through addi- 
tions of debt and preferred stock, the re- 
tained earnings should experience a return 
equal to that earned on the common equi- 
ty portion of the capitalization. Thus the 
current earning assets will be augmented 
by the retained earnings and will result in 
larger future earnings per share of stock. 
As a result a stockholder can look to cap- 
ital appreciation and larger future divi- 
dends (or at least greater stability of divi- 
dends) as the new assets acquired by the 
retained earnings become revenue-produc- 
ing. 

This argument assumes, of course, that 
the utility is expanding and needs new 
capital—if this premise is not true, an un- 
usual prospect today, the argument does 
not apply. 


|B ean the period of divestment under 

the Public Utility Holding Company 
Act, and establishment of original cost 
records for the regulatory commissions, 
there were huge write-offs of plant and 
equipment against earned surplus. There 
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CHANGES IN RELATIONSHIPS OF 
EARNINGS-PRICE AND DIVIDEND-PRICE RATIOS 
TO PAYOUT RATIOS FOR SELECTED YEARS‘ 


























EARNINGS—PRICE & DIVIDEND—PRICE RATIOS 
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2% 
50% 75% 100% 
PAYOUT RATIO 
*FOR 27 ELECTRIC UTILITIES IN MOODY'S 24 AND DOW-JONES 15 UTILITIES 
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was no assurance to investors that the re- 
tained earnings would be included in the 
rate base and allowed to earn a return and 
it may have been rational for the equity 
holders to discount these earnings’ pros- 
pects of undistributed profits. Since 1950, 
these write-offs of plant have been very 
minor in the electric utility industry and 
investors appear to be realizing that re- 
tained earnings represent the same valid 
investment in additional assets as if equity 
funds had been acquired by sale of com- 
mon stock. 


ii other factors may be accounting 

for the recognition of earnings: the 
rising importance of the institutional in- 
vestor and the advantageous tax treat- 
ment given to capital gains. Institutional 
investors have become a potent force in 
the equity market and utility common 
stock has not escaped their purview. Some 
preliminary calculations of mine indicate 
that at least 85 per cent of new debt issues 
and 60 per cent of net new equity issues 
are being financed by institutional in- 
vestors. 

Because of their long-term investment 
objectives, mutual funds, pension funds, 
and insurance companies can take a fairly 
long-term view of the productivity of re- 
tained earnings. It seems likely that utility 
companies and regulatory commissions 
will have to pay close attention to the de- 
sires of this new and large supplier of 
equity capital in the future. The day of 
the predominance of the small individual 
stockholder may be merely a memory and 
changes in financial policy may be indi- 
cated both on the part of the utility man- 
agement and on the part of the regulatory 
commissions. 

One should not overlook the réle of 
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taxation in investors’ evaluation of divi- 
dends and earnings. The preferential tax 
treatment of capital gains makes many in- 
vestors look with favor upon market ap- 
preciation rather than high dividend pay- 
out which becomes taxable at ordinary in- 
come rates. I suspect that the picture of 
the typical utility investor, an old lady 
waiting to receive her dividend check so 
she can go out and buy bread for dinner, 
is far from accurate. While there are 
doubtless many utility stockholders who 
buy for the sake of a regular cash return, 
these own a small proportion of the total 
shares. 

And it would seem inappropriate to 
permit this class of investor to deter- 
mine utility financial policy—their contri- 
bution of capital does not warrant it. 

As one financial witness pointed out, 
“Utility common stockholders do not want 
to be put in the position of a junior pre- 
ferred stockholder; 1.e., a claimant to a 
fixed dividend with no chance of capital 
appreciation.” Utility investors should be 
given the opportunity of some growth and 
capital appreciation even if they cannot 
expect appreciation comparable to that of 
the glamour securities—otherwise a vast 
potential source of new equity capital may 
well be lost. 


Ks if we conclude that investors are 

buying earnings and not merely divi- 
dends, the determination of the return for 
the equity investor is not without severe 
difficulties. A factor which seriously 
complicates the use of earnings-price ra- 
tios as a measure of the cost of new equity 
capital is the growth in earnings (and 
dividends) per share. The 27 utilities in 
the sample used here, had an average an- 
nual rate of increase of 4.5 per cent in 





CURRENT ASPECTS OF THE COST OF CAPITAL TO UTILITIES 








Market Prices versus Dividends 


COW ame we may conclude that mar- 
ket prices are more a function of 
earnings than dividends, the annual growth 
of these earnings complicates an appraisal 
of the return required by investors in util- 
ity stocks. Certainly because earnings have 
increased consistently for some period in- 
vestors may well anticipate further growth. 
Therefore, simply relating the prices in any 
year with the earnings realized in that year 
is not enough. The earnings of the future 
are the important factor but should one 
accept earnings of one, two, three, or five 
years hence derived by an annual allow- 
ance for growth?” 











earnings per share and 4.8 per cent in divi- 
dends per share over the seven years, 
1950-56. It seems necessary to relate these 
increasing earnings and dividends to the 
behavior of earnings—and dividend-price 
ratios as is done in Table III. 


TABLE III 


RELATION OF EARNINGS, DIVIDENDS, 
AND MARKET PRICE OF COMMON 
EQUITY FOR 27 ELECTRICS 
1950—1956 


Earnings- Average Dividend- Average 
Price Earnings Price Dividend 
Ratio PerShare Ratio Per Share 
8.97% $1.91 5.94% $1.34 
7.92 1.77 5.83 1:37 
7.70 1.92 1.40 
7.60 1.97 P 1.47 
6.87 2.06 : 1.55 
6.55 2.30 1.66 
1956 = 6.73 2.45 1.74 


It will be noted that the earnings-price 
ratios and dividend yields have trended 
downward in this period, a fact especially 
surprising when interest rates were rising 


drastically in the latter part of the period. 
The declining current ratios may well rep- 
resent anticipation on the part of investors 
of continued increases in earnings and 
dividends, anticipation based upon the re- 
corded experience of the period under 
study. Accordingly it seems necessary to 
recognize the inadequacy of current earn- 
ings-price ratios to reflect this investor an- 
ticipation of further growth. 


Suz witnesses have attempted to intro- 
duce a growth element by assuming 
that the market price in any year is not 
associated with the earnings of that year, 
but rather with the higher earnings of 
two, three, or four years later—a recog- 
nition of the investors’ purchase of future 
higher earnings. The question immediate- 
ly arises, what lead period will one select ? 
Any selection will introduce an element, 
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and perhaps a large element, of judgment 
into the matter. 

In a recent article in the November, 
1957, issue of The Analyst's Journal, Ben- 
jamin Graham grappled with this prob- 
lem. He arrived at data which can be 
translated into an annual rate of growth 
over the last decade of 8.9 per cent for the 
earnings of the companies included in the 
Dow-Jones industrial average. His result- 
ing formula for determining value sug- 
gests a lead of 4.84 years; viz., investors 
are in effect relating current market prices 
to anticipated earnings about five years 
hence based on this 8.9 per cent annual 
rate of growth. 

One might ask—is this lead relationship 
appropriate for utilities as well as the 
Dow-Jones industrial group? It is impos- 
sible to say, without extensive investiga- 
tion but a priori, one might suggest the 
greater predictability of continued growth 
in the electric utility industry may counter- 
balance the lower annual growth rate ex- 
perienced by the electrics—a growth 
roughly one-half of Mr. Graham’s compu- 
tations. 


_ magnitude of the change brought 
about by this lead relationship in the 
earnings-price ratio for any year can be 
seen by a simple example. From Table III, 
the observed earnings-price ratio for 1952 
is 7.70 per cent, if the earnings of 1952 
and the market price of 1952 are related. 
If a three-year lead is introduced, and the 
earnings of 1955 are related to the 1952 
market price, the earnings-price ratio be- 
comes 9.24 per cent, and if the earnings of 
_ 1956 are used to produce a four-year lead, 
the ratio becomes 9.84 per cent. These 
variations, from 7.70 per cent to 9.84 per 
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cent, are of substantial magnitude, even 
without adjustment for underpricing and 
market pressures attendant upon a new 
issue. 

Investors apparently have been recog- 
nizing this growth of earnings and divi- 
dends per share and have been discounting 
it by paying higher market prices for the 
securities. Yet how far into the future one 
should go in such discounting is a moot 
point. It is certain that the simple relation 
of reported earnings and current market 
price, even for a number of years, will not 
give an adequate determination of the cost 
of equity capital because it overlooks this 
growth element. The process of adjusting 
observed earnings-price ratios by intro- 
ducing a lead relationship offers an im- 
provement. But should an analyst use one, 
three, five, or seven years’ lead? The com- 
puted earnings-price ratio and the cost of 
equity so determined may be subject to a 
wide range of estimates. 


. appears clear that earnings of utilities 

are a more important determinant of 
market price than are cash dividends. The 
horizontal relationship between the earn- 
ings-price ratio and the proportion of 
earnings paid out in dividends (shown in 
Chart I) for 1956 substantiate this con- 
clusion. 

The change from the emphasis on 
dividends has been gradual yet continu- 
ous, and should be watched carefully in 
the future. 

Three factors may have contributed to 
this change: the inclusion of property ac- 
quired by retained earnings in the rate 
base, the rise of the institutional investors 
and their interest in the long pull, and 
finally the tax advantage for many in- 
vestors through capital gains. One might 
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also add that the retained earnings have 
in fact resulted in increased dividends and 
thus substantiates the investor’s positive 
evaluation of the retained earnings. 
While we may conclude that market 
prices are more a function of earnings 
than dividends, the annual growth of these 
earnings complicates an appraisal of the 
return required by investors in utility 
stocks. Certainly because earnings have 
increased consistently for some period in- 
vestors may well anticipate further 
growth. Therefore, simply relating the 
prices in any year with the earnings 
realized in that year is not enough. 


Shes earnings of the future are the im- 

portant factor but should one accept 
earnings of one, two, three, or five years 
hence derived by an annual allowance for 
growth? This lead relationship has some 
merit but leaves much to individual judg- 
ment. 

It suggests the difficulties of select- 
ing “companies with comparable risk” for 
return comparisons. Much remains to be 
done on this cost-of-equity determination 
and utility companies, regulatory com- 
missions, and academic personnel must 
continue to pursue research on the prob- 
lem with vigor and imagination. 





Stress on Engineering 


ee re at no time in the history of the world has there 
been such emphasis placed on the importance of science and 
engineering. ... 

“The entire electric industry is the product of technological 
discoveries and their application to the benefit of mankind through 
the field of engineering... . ; 

“Youth's opportunities today in technical careers are challenging 
and exciting. This is true not only of our own industry, but also 
of all other basic industries in this country where almost every 
day new and important discoveries are being made to add to the 
comfort, convenience, and economic welfare of mankind. 

“Since chemistry, physics, and mathematics constitute the basis 
of science and engineering, young people possessing particular 
aptitudes along these lines should be given special encouragement 
to direct their efforts toward further study and education in these 
fields. Industry and education must constantly be alert to develop 
a closer and continuing contact between scientists and engineers 
and young people possessing such qualities. 

“Each of us, as individuals, can also participate in this worth- 
while program. We can do this by taking advantage of every op- 
portunity to encourage young people talented in these fields to 
consider a career in the fields of science or engineering. In the 
long run, we can hope that as a result of our efforts more and 
more young people can be made aware of the almost unlimited 
opportunity that is theirs in pursuing the challenging new vistas 


of a technical career.” 
—J. E. Lotseav, 
President, Public Service Company of Colorado. 
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Nuclear Power Abroad in Mid-1958 


Part I. The Background of International Nuclear Plant Planning 


Those interested in nuclear power will find valuable 

ideas in this article. Legislation recently urged by the 

administration for recognition of a European organiza- 

tion for nuclear development is evidence of growing im- 

portance of the co-ordination of these activities among 
nations of the free world. 


By HERBERT M. BRATTER* 


HE harnessing of the atom for 
power purposes is getting under way 
abroad. Britain is of course the lead- 

er in this development outside the United 
States. It is already feeding reactor-pro- 
duced electric power into the national 
grid. The pending U. S-EURATOM 
agreement, before the Congress as we 
write, should give important impetus to 
reactor progress in Europe when it is 
ratified and implemented. Meanwhile, in- 
dividual countries—notably, Italy and 
France—are exerting themselves to tap 
the atom for power purposes. Japan also 
*Economist and author of business articles, resi- 


dent in Washington, D. C. For additional personal 
note, see “Pages with the Editors.” 


ines 
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is getting its program under way, testing 
whether the British or American reactor 
systems are best suited to its urgent power 
needs. 

In most other areas of the free world 
hungry for power, progress can hardly 
be said to exist. The ambitions of under- 
developed countries for a cheap source of 
plentiful energy seem destined to remain 
unsatisfied for some years yet, perhaps in- 
definitely, although any long-range predic- 
tion on this subject is surrounded with 
risk. Everywhere eyes are focused on 
Washington and hands extended for help, 
but as yet the smaller countries cannot 
offer the economic possibilities for har- 
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nessing nuclear power, given the high cost 
of installations, the need for an assured 
supply of fuel, the unavailability of in- 
surance in case of accident, and other 
problems. Our purpose in this article is 
to make a quick survey of nuclear power 
projects and plans in the non-Communist 
world, including the réle of the U. S. gov- 
ernment in their fulfillment. 


| has only research reactors, includ- 

ing a big Canadian-Indian project. 
There have been some reports that Red 
China may have a power reactor under 
construction, but they are unconfirmed. In 
Africa the only power agreement into 
which the U. S. has entered is that with 
South Africa, which has a problem of a 
long haul for coal. No power reactor con- 
struction has been started in Latin Amer- 
ica. The American & Foreign Power 
Company has had to abandon, for the 
present, plans to construct reactors in 
Mexico, Cuba, and Brazil for three rea- 
sons: (1) Mexico and Cuba have no 
agreement with the United States; (2) 
the problem of third-party liability is 
formidable and still unsolved; and (3) 
capital and operating costs are extremely 
high. 

While prediction in this fast-changing 
field is risky, it now appears that the ad- 
vent of atomic power in Latin America 
is still at least a decade away, with Brazil 
and Peru likely to be the pioneers. Sao 
Paulo interests have been working on a 
project known as Copen, for which they 
would like Export-Import Bank financ- 
ing. In Lima the public utility, which is 
associated with Brown-Boveri, is con- 
sidering installing a reactor. 

Canada is doing a large amount of re- 
search, but without urgency. Its conven- 


tional resources are far from exhausted 
and there is, therefore, not the same eco- 
nomic inducement for haste as there is 
in Britain and Europe. 


Ox the European Continent at this 

writing no reactor is yet in opera- 
tion, although Norway soon will have 
one, a 5-megawatt heat reactor; reactor- 
generated steam will be used by a paper 
mill. France, Italy, and Belgium have 
started reactor programs, France has al- 
ready begun to use nuclear power indus- 
trially. The World Bank is co-operating 
in the Italian program, a subject to which 
we shall revert below. 

Belgium’s SEEN syndicate is expected 
to contract for a reactor this year. 

Sweden, according to 1956 informa- 
tion, planned six reactors for central dis- 
trict heating by 1966, the first two for 
Stockholm and Vasteras. Among the 
larger stations planned, one or two will 
have electrical ratings of 100 megawatts 
or more. 

Germany, while not rushing a reactor 
program, is not neglecting the subject. 
Awaited this year is a contract award by 
the Rheinisch-Westfaelische Elektrizi- 
taetswerke. 

The United States has concluded more 
than 50 agreements for co-operation with 
foreign nations in the fields of atomic re- 
search and power. Power agreements have 
been signed as follows: 

1955: Belgium 
Canada 
United Kingdom 
1956: France 
1957: Australia 
Netherlands 
Norway 
1958: Italy 


Japan 
Spain 


Switzerland 
South Africa 
Germany 
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A power agreement with Venezuela is 
in an advanced stage of negotiation. (The 
general content of the bilateral power re- 
actor agreements is given in the AEC’s 
publication, Progress in Peaceful Uses of 
Atomic Energy, July-December, 1957, 
page 199.) 


aa eagie atomic reactor program is 
well advanced and the British au- 
thorities are confident that by the mid- 
sixties their nuclear power stations will be 
producing electricity cheaper than by con- 
’ ventional methods. Calder Hall, the first 
full-scale nuclear reactor to feed elec- 
tricity into commercial power lines, start- 
ing in October, 1956, is only the beginning 
of nuclear power in Britain. Larger and 
much improved reactors of the same gen- 
eral type are now being built by industry 
for the electricity authorities. Whereas 
Calder Hall is dual-purpose, producing 
plutonium for military purposes as well as 
electric power, the newer stations are to 
be true power stations; and they will be 
followed by still more efficient stations, 
possibly of quite different kinds. Calder 
Hall experience has made possible major 
forward steps in design. The present re- 


vised program aims at 5-6 million kilo- 
watts by 1966. 


yAN Calder Hall “A” today two reactors 

are now operating. This year and 
next two additional reactors are due to go 
into operation at Calder Hall “B” and 
four others at Chapelcross for plutonium 
and power production. The nuclear power 
program promulgated in February, 1955, 
envisaged spending £300 million over a 
decade on 12 nuclear power stations for 
the electricity authorities, with a total in- 
stalled capacity of 1,500-2,000 megawatts 
by 1965. In March, 1957, it was decided 
to enlarge the program substantially but, 
in accordance with investment restrictions 
formulated in September, 1957, the 
nuclear investment program has been 
stretched out to 1966. The Atomic Energy 
Authority advises the electricity boards on 
nuclear techniques and has undertaken to 
provide the fuel for the civil power pro- 
gram. Whereas the 1955 program en- 
visaged 10-15,000-megawatt capacity by 
1975, on present prospects a considerably 
larger capacity is expected. The swift pace 
of developments makes any long-range 
forecast very tentative. 


source of plentiful energy seem destined to remain unsatisfied 


q “THE ambitions of underdeveloped countries for a cheap 


for some years yet, perhaps indefinitely, although any long- 
range prediction on this subject is surrounded with risk. 
Everywhere eyes are focused on Washington and hands ex- 
tended for help, but as yet the smaller countries cannot offer 
the economic possibilities for harnessing nuclear power, given 
the high cost of installations, the need for an assured supply 
of fuel, the unavailability of insurance in case of accident, and 


other problems,” 
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S® John Cockcroft, a member of the 
U. K. Atomic Energy Authority, be- 
lieves that when the third generation of 
nuclear power stations come into commis- 
sion in Britain in the second half of the 
1960’s they will be well on the way to the 
predicted goal of cutting overall costs of 
electricity from such stations to just over 
half a cent (0.47d.) per unit. For the suc- 
cess of the program much depends on re- 
duced costs. The U. K. Atomic Energy 
Authority stated in June, 1957, that 


. . . Since capital costs of the early nu- 
clear stations will be high, they will be 
economic only if they are operated at a 
high load factor. (“Load factor” in this 
sense is a measure of the actual use 
made of a power station.) But the de- 
mand on the electricity supply system, 
and hence the load factor, is such that 
only a limited number of power stations 
are able to work at full capacity 
throughout the year. This means that, 
for the stations with lower load factors, 
overheads (including capital charges) 
must be spread over a smaller number 
of units generated. Thus nuclear sta- 
tions will be at a disadvantage com- 
pared with conventional plant when op- 
erated at low load factor, unless the cap- 
ital cost per kilowatt of nuclear stations 
can be reduced to a level approaching 
that for conventional plant. The higher 
the proportion of total generating ca- 
pacity accounted for by nuclear plant, 
the greater becomes the importance of 
achieving a substantial reduction in cap- 
ital costs. 


HE planned British atomic power sta- 
tions will each have a capacity of 150 
to 500 megawatts. Each station will con- 


tain two reactors. Each of these natural 
uranium plants will require a capital in- 
vestment more than double that of a con- 
ventional thermal plant. Since it is being 
found that slightly enriched uranium will 
secure higher fuel efficiency and reduce 
capital costs, further changes may be made 
in the British program. The British In- 
formation Services makes the following 
comparison of nuclear and conventional 
generating costs: 


Capital costs of nuclear power sta- 
tions are high compared with those of 
thermal generating stations fired by coal 
or oil. By the early 1960's it is expected 
that the capital cost per kilowatt of 
thermal generating stations is likely to 
fall to about £50. However, fuel run- 
ning costs of nuclear power stations are 
low and represent only about one-third 
of total costs compared with running 
costs of oil- or coal-based fuel stations, 
which are about two-thirds of the total. 
Generating costs of early nuclear pow- 
er stations (when used on base load) 
are expected to be only slightly higher 
than the cost of electricity from the 
most advanced conventional plant, as- 
suming present coal and oil prices. Capi- 
tal costs of future nuclear power sta- 
tions are expected to fall rapidly and 
progressively and their generating costs 
should soon become fully competitive 
with those of conventional plant. More- 
over, a nuclear power program should 
eventually bring about some saving of 
capital investment in the coal and oil in- 
dustries. 


N” overlooked in British nuclear plan- 
ning is the export market for reac- 
tors. A U. K. firm along with a U. S. firm 


AUGUST 14, 1958 





PUBLIC UTILITIES FORTNIGHTLY 











How EURATOM Will Function 


5 | aerate will encourage the free movement of capital, labor, and 
technical exchange; will facilitate investment in nuclear enterprises 
and endeavor to assure a steady supply of ores and nuclear fuels for dis- 


tribution to the member nations on an equitable basis. Construction of 
. nuclear facilities, both industrial and scientific, will be open to bidders 
anywhere; and members of EURATOM have agreed to make the neces- 
sary currency payments for the authorized movements of capital, goods, 
and persons. Although ultimately investment by private utilities in reactors 
will be sound, initially not enough private capital will be forthcoming, 
because of the risks and limited returns in the development stage. The 
EURATOM treaty therefore envisages direct community investment in 
reactors.” 








has a large share in a contract for a nu- 
clear power station in western Germany. 
Also recently negotiated or under nego- 
tiations are exports to Japan, Italy, the 
Netherlands, and additional stations for 
Germany. To supply smaller reactors for 
underdeveloped countries, two U. K. firms 
have joined forces with U. S. interests 
while other U. K. firms are planning to 
enter the field. 


AUGUST 14, 1958 


The biggest development abroad, out- 
side of Britain, is EURATOM. Its treaty 
came into force on January 1, 1958. 
EURATOM, which is closely tied in with 
the common market project, at present in- 
cludes only the six countries—France, 
Germany, Italy, Belgium, Luxemburg, 
and Netherlands. It is open to adherence 
by other European nations, provided they 
join the common market as well. The six 
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countries are anxious to put a reactor pro- 
gram into operation so that it may at the 
earliest possible moment assume a major 
role in meeting the growing power needs 
of the countries mentioned. The latter 
presently are dependent upon imports for 
practically all oil consumed and most coal. 
Since the Suez crisis they have felt them- 
selves precariously at the mercy of Near 
Eastern political developments. 

EURATOM can most rapidly and 
cheaply attain its objective of one million 
kilowatts installed nuclear capacity by 
1965 involving six or seven reactors and 
15 million kilowatts by 1975 with U. S. 
help; and the latter can best be obtained 
by presenting a united front to Washing- 
ton. A U. S.-EURATOM agreement was 
negotiated this year and placed before the 
Congress by President Eisenhower in 
June. 


| pgpentige rt initial goal was set forth 
in the May, 1957, “report of the 
three wise men,” A Target for EUR- 
ATOM. The report was submitted to the 
six governments by Messrs. Louis Ar- 
mand, Franz Etzel, and Francesco Gior- 
dani. The target is double the size of U. S. 
nuclear power capacity expected by 1967 
and two and a half times greater than the 
then expected 1967 installed capacity of 
Britain. Included in the report were dis- 
cussions of the economics of nuclear pow- 
er in Europe, equipment and fuel costs, 
reactor design and construction, invest- 
ments, and other subjects. 
EURATOM—the European Atomic 
Energy Community—is a limited approach 
to European economic integration. It seeks 
a shorter route to integration than the 
common market. The latter involves a 
timetable of twelve-fifteen years, whereas 


EURATOM would create a common mar- 
ket for nuclear power and all products and 
services related thereto within one to two 
years. The EURATOM commission will 
wield much more direct authority than the 
common market’s economic commission. 
EURATOM will encourage the free 
movement of capital, labor, and technical 
exchange; will facilitate investment in nu- 
clear enterprises and endeavor to assure 
a steady supply of ores and nuclear fuels 
for distribution to the member nations on 
an equitable basis. 

Construction of nuclear facilities, both 
industrial and scientific, will be open to 
bidders anywhere; and members of 
EURATOM have agreed to make the 
necessary currency payments for the au- 
thorized movements of capital, goods, and 
persons. Although ultimately investment 
by private utilities in reactors will be 
sound, initially not enough private capital 
will be forthcoming, because of the risks 
and limited returns in the development 
stage. The EURATOM treaty therefore 
envisages direct community investment in 
reactors. 


—— investment in nuclear power 

is justified on more than narrow com- 
mercial grounds. Private capital natural- 
ly looks only to its direct return, whereas 
the EURATOM governments must take 
the broader viewpoint focused on the long- 
range savings in foreign exchange and 
minimization of the political risks of con- 
tinuing dependent on Near Eastern oil. 
Therefore, if deemed necessary, EUR- 
ATOM’s council may decide to finance 
nuclear investment by contributions from 
member governments, by borrowing from 
the new European Investment Bank being 
formed by the common market, and other- 
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wise. According to Ben T. Moore, of the 
Twentieth Century Fund, there is nothing 
in the treaty to prevent EURATOM from 
developing nuclear power plants as joint 
enterprises, but a more likely joint enter- 
prise would be the construction of one or 
more extremely costly plants for the en- 
richment of natural uranium. Ability to 
import enriched fuels from the U. S. 
would, of course, put off a decision on the 
latter kind of investment. Chemical sepa- 
ration plants to recover unconsumed nu- 
clear material from fuel which has been 
used to generate power constitute another 
possible field for EURATOM joint in- 
vestment. 

A Target for EURATOM points out 
that the six countries import nearly a quar- 
ter of their energy supplies, mostly Mid- 
dle East oil—the equivalent of 100 million 
tons of coal. Without nuclear power the 
six countries’ fuel imports will double in 
a decade and treble in twenty years. This 
outlook threatens Europe’s economic 
growth, if not also its political security. 
The need to earn the $6 billion cost of im- 
ported energy in 1975, as compared with 
$2 billion in 1957 itself poses a big eco- 
nomic problem. Only nuclear power, more- 
over, can protect Europe from another 


major interruption of its oil supplies. 
Since nuclear plants take about four years 
to build, nuclear power cannot be expected 
to produce base load electricity in Europe 
before 1963. 


CHIEVEMENT of the “target’”’ of some 
15 million kilowatts of nuclear pow- 
er capacity that can be accommodated in 
the electricity system of the six countries 
by 1967 would, the wise men estimated, 
stabilize fuel imports at the level they 
would otherwise reach in 1963 of about 
165 million tons of coal equivalent a year. 
Although the target is ambitious it is de- 
scribed in the report as compatible with 
the industrial potential of the six coun- 
tries, “taking into account the help we can 
expect from Great Britain and the United 
States.” EURATOM looks to the U. S. 
to make available the necessary fissile ma- 
terials and the technical knowledge to 
launch the continental program, It counts 
on obtaining the benefit of years of devel- 
opment not only in the U. S., but also in 
Canada and the U. K. (Since the “target” 
report was published, the 1967 goal has 
had to be modified. ) 
EURATOM has the choice of either 
building its own reactors under license or 


than narrow commercial grounds. Private capital naturally 


Gg “EUROPE’S investment in nuclear power 1s justified on more 


looks only to its direct return, whereas the EURATOM gov- 
ernments must take the broader viewpoint focused on the long- 
range savings in foreign exchange and minimization of the 
political risks of continuing dependent on Near Eastern oil. 
Therefore, if deemed necessary, EVURATOM’s council may 
decide to finance nuclear investment by contributions from 
member governments, by borrowing from the new European 
Investment Bank being formed by the common market, and 


otherwise.” 
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importing them from the U. S. and U. K. 
Even if the reactors are imported, a large 
part of the first nuclear plants will be built 
by European firms, which thus will ac- 
quire experience and the proportion of 
components needing to be imported will 
quickly decline. Nuclear fuels exist in 
ample supply and are not likely to be a 
limiting factor. 


Fees working relationship between 
EURATOM and Britain has been 
recognized on the Continent from the out- 
set as desirable. The U. K. is far ahead of 
the Continent in nuclear power develop- 
ment and its know-how could be very help- 
ful to the six countries. Britain also could 
gain from co-operation through the open- 
ing of the EURATOM market to British 
equipment. This aspect is closely inter- 
woven with the protracted negotiations 
looking toward the broadening of the com- 
mon market into the British-proposed free 
trade area. On May 22, 1958, the U. K. 
proposed to EURATOM the negotiation 
of an agreement. Two days earlier EUR- 
ATOM had voted to undertake a joint 
program with the U. S. for constructing 
nuclear power plants to produce one mil- 
lion kilowatts of electrical energy. 

In its first few years EURATOM, ac- 
cording to the Twentieth Century Fund, 
will encourage European utilities to con- 
tract for reactors, important parts of 
which may be ordered from the U. S. be- 
cause European manufacturers do not yet 
have the necessary experience. Ultimately, 
Europe is determined to develop its own 
nuclear industry, and not only for peace- 


ful application, but also for defense. If the 
“target for EURATOM” is pursued, it 
will offer the largest single market for re- 
actors and related elements available any- 
where. 

The program will doubtless tend to 
stimulate close capital ties between U. S. 
as well as British manufacturers on the 
one hand and European firms on the other. 

The promise of power through nuclear 
fusion would not be allowed to interfere 
with EURATOM’s development of fission 
power, Louis Armand, president of 
EURATOM’s commission, stated in Feb- 
ruary. Such promise he called a “danger- 
ous sedative” and held it would be the 
height of folly to postpone EURATOM’s 
plans until fusion power became practical. 
In June Britain officially admitted that the 
much-publicized H-bomb tamer had failed 
to live up to expectations. 


AS mentioned above, achievement of the 
“target” of 15 million kilowatts in 
the EURATOM countries by 1967 has 
had to be abandoned. President Armand 
last spring stated it was doubtful that the 
timetable could be kept. However, he said 
that the community would have installed 
by 1965 some 4 million kilowatts of nu- 
clear power, over and above the one mil- 
lion kilowatts planned under the joint 
U. S.-EURATOM program. 

This first article on the development of 
nuclear power in other countries will be 
followed by a sequel in the next issue of 
Pusiic UTILiTiIes FortTNIGHTLY. In it 
will be facts on what is happening in 
France, Italy, Brazil, and Japan. 


Part II of this article will appear in the next issue of the ForRTNIGHTLY. 
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CWA Policy toward 
Regulatory Commissions 


The announced policy of the Communications Workers 
of America to concern itself with regulatory policies 
and the work of the regulatory commissions with respect 
to telephone companies represents an important depar- 
ture from the traditional role of utility labor union 


responsibility. 


By WILLIAM J. McKENNA* 


HE administrative commission has 
often been regarded as a fourth 
branch of American government. 
Commission regulation came into exist- 
ence because regulation by the traditional 
means of franchises, charters, and direct 
legislation proved too rigid to cope with 
the complex economic and social problems 
of a highly dynamic economy. State and 
federal regulatory commissions have his- 
torically developed into an anomalous type 
of governmental organ possessing legis- 
lative, judicial, and administrative pow- 
ers. They have become an important ar- 
biter of the economic life of an increasing 
*Assistant professor of economics, Temple Uni- 


versity, Philadelphia, Pennsylvania. For additional 
personal note, see “Pages with the Editors.” 
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number of public utilities. Congress and 
the state legislatures have enlarged the 
scope of their powers, and the courts 
have, by judicial interpretation and ac- 
ceptance of their administrative decisions, 
broadened their delegated powers. Over 
the years these regulatory commissions 
have built up an important body of ad- 
ministrative law and procedure. 
Gradually, public confidence has been 
created in the federal regulatory commis- 
sion, and in the state commissions—espe- 
cially in the strong commission states. On 
the whole, the members of the federal reg- 
ulatory commissions have been selected on 
the basis of technical competence or ad- 
ministrative experience. In the strong 
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commission states the principle of biparti- 
san membership and long terms has in- 
creased the effectiveness of public utility 
regulation. In most of the weak commis- 
sion states the short terms of commis- 
sions, broad executive power of removal, 
inadequate salaries, staff, and appropria- 
tions, and partisan appointments have 
lessened the stature of these agencies. 


B nature, democratic governments are 

governments of laws, not men. The 
federal and state regulatory commissions 
are also agencies exercising powers dele- 
gated by law. The members of these regu- 
latory commissions, no matter how im- 
partial their appointment, reflect the so- 
cial, economic, and political philosophy of 
their background—for “black robes do 
not make gods of men.” 

The purpose of commission regulation 
is to protect the interest of the public 
as a whole on an impartial basis. Such a 
philosophy of regulation presumes that all 
interested segments of the regulated in- 
dustry and the consumer will have their 
rights protected within the framework of 
the general public interest. 

In view of the human nature of regu- 
latory commissions it is very important 
that methods of selection be as impartial 
as possible, protection from arbitrary re- 
moval be established, and performance of 
duties be as free as possible from pres- 
sure groups. 

This is especially true at the present 
time when the integrity and impartiality 
of the independent regulatory commis- 
sions of the federal and state govern- 
ments are under attack. 

It would be a step backward to have 
either labor, management, or any other 
pressure group influence the appointment 


or the election of the members of regula- 
tory commissions. The impartiality and 
the independence of these agencies must 
be increased at all cost—otherwise, the 
entire regulatory process may be weak- 
ened or discredited. 


CWA Position 


F January, 1958, the Communications 

Workers of America adopted a state- 
ment of policy which departs sharply 
from past union policy and is of tre- 
mendous significance to the future of pub- 
lic utility regulation. 

In this statement the CWA proposes 
that the union intervene actively in the 
regulatory machinery of the communica- 
tions industry: first, by influencing the 
appointment or election of the members 
of regulatory commissions, and, secondly, 
by concerning themselves directly with the 
problem of rates and the reasonableness 
of profits. The new CWA policy states 
that the union “recognizes that the ability 
of the industry to get reasonable profits 
depends to a great extent on the regula- 
tory commission”; is interested in the 
communications industry “making a rea- 
sonable profit”; “will support rate rise 
bids” if the “local situation” warrants 
such support; will furnish state commis- 
sions and the FCC with “their estimates 
of labor costs of new contracts” ; and that 
the CWA does not want the communica- 
tions industry to “blame rate increases on 
them.” 

The February, 1958, issue of the CWA 
News, official journal of the union, em- 
phasized this new position of the union by 
asserting that “the policy committee was 
determined to take a livelier interest in 
political appointments in the regulatory 
field.” It was also stated in this issue that 


AUGUST 14, 1958 





PUBLIC UTILITIES FORTNIGHTLY 








The Duty of the Regulatory Commission 


“—* is the duty of the regulatory commission, independent of pressures 
of any group, to decide on the bases of valid criteria, whether a rate 
rise 1s justifiable or not. Then, no blame for a rate rise or a rate rise 


demand can be placed on the doorstep of the union. Under the present 

legal bases of regulation, all proper costs will be weighed by the regula- 

“tory commission in any rate proceeding. This includes all legitimate labor 

costs—for as one prominent labor leader has said, ‘he who dances must 
pay the fiddler.” 


ES Soh 





the policy commiittee agreed that “it 
should become the union’s job to look 
more carefully at rate problems.” J. A. 
Beirne, the president of the CWA, suc- 
cinctly summarized this position that it 
was the function of the union “to look 
rates straight in the eye.” 


Significance of the CWA Position 


HE 20-year history of the CWA has 
been a constructive one. It has pur- 
sued the justifiable aims of the CWA with 
notable success. It has contributed to an 
increased productivity of the communica- 
tions industry, and has brought a high 
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stability to the industry. It has avoided 
the intense conflicts that have plagued 
other segments of industry, and it has 
displayed a high sense of public responsi- 
bility. 

If the January, 1958, policy statement 
of the CWA becomes the basis of inter- 
vention in the regulatory machinery of 
the communications industry, it would 
constitute an important departure from 
the union’s past philosophy. Dealing with 
regulatory commissions has always been 
regarded as a proper function of manage- 
ment, and not of labor unions. On the 
surface, such union participation in the 





CWA POLICY TOWARD REGULATORY COMMISSIONS 


field of regulation might seem to presage 
a more co-operative attitude in regulatory 
proceedings. But when viewed from the 
traditional rdle of management in such 
proceedings, this union intervention might 
be construed as an enlargement of the 
scope of the union and thus result in a 
conflict of interests. This could become a 
disadvantage to the communications in- 
dustry and to the union itself. This posi- 
tion requires a more detailed analysis: 


1. CWA Policy on Profits and Rates 


c is natural and just that the CWA 
should be interested in reasonable prof- 
its for the communications industry. The 
communications industry is a growing in- 
dustry and the unions have contributed to 
its increased productivity. The workers 
are entitled to a share in this increased 
productivity, and to share in the increased 
productivity of the economy of the nation. 
The communications industry is better 
able to meet the demands of the CWA 
for increased wages and allied benefits 
because of its stability and growth. 
However, the CWA must avoid the 
pitfall of determining what  consti- 
tutes a “reasonable profit” for the com- 
munications industry. This is the func- 
tion of the regulatory commissions, and 
it involves such complicated questions as 
what constitutes a fair return on fair 
value, the nature of fair return, the types 
of acceptable rate base, and the elements 
of rate base. These are difficult questions, 
and the same standards do not apply in 
all states. It would serve no constructive 
purpose if the union and the management 
were in conflict as to what constitutes a 
“reasonable profit” or an acceptable rate 
base. Evidence to prove the validity of 
base, costs, and reasonableness of profits 


can more readily and equitably be fur- 
nished by the management of the com- 
munications industry since it has ready 
access to all pertinent data. 

The submission of estimates of the 
labor cost of new contracts secured by the 
CWA may serve a useful purpose as a 
guide to the regulatory commissions in 
rate proceedings, but these estimates must 
not be regarded as definitive. Manage- 
ment, since it has direct access to all labor 
cost data, is usually able to present the 
actual or projected labor costs in new con- 
tracts. These estimates could differ from 
those of the CWA. It is for this reason 


that any CWA estimate of labor costs 


should be regarded as advisory in nature, 
subject to proper rebuttal by the man- 
agement. 

The CWA is, of course, interested in 
maintaining rates at the lowest possible 
level consistent with a reasonable profit 
for the industry. But if the CWA should 
predicate its support of rate rise petitions 
solely on local conditions, then there is 
danger in such a position. Local condi- 
tions, of course, differ. If local pressures 
exist against a rate rise, and the CWA 
should join the opposition to such a rate 
rise as a result of these local pressures, 
then the union may be open to the con- 
clusion that it places itself in the position 
of basing its support of rate petitions 
upon the pressure of local forces which 
oppose a rate increase. The CWA should 
avoid such a compromising position in 
rate proceedings. 


iy is the duty of the regulatory commis- 

sion, independent of pressures of any 
group, to decide on the bases of valid 
criteria, whether a rate rise is justifiable 
or not. Then, no blame for a rate rise 
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or a rate rise demand can be placed on 
the doorstep of the union. Under the 
present legal bases of regulation, all prop- 
er costs will be weighed by the regulatory 
commission in any rate proceeding. This 
includes all legitimate labor costs—for as 
one prominent labor leader has said, “he 
who dances must pay the fiddler.” 


2. Influencing Appointments and 
Elections to Regulatory Commissions 


+> Seam policy is a questionable policy for 
any group—be it labor or manage- 
ment. The success or failure of commission 
regulation is determined, to a large extent, 
by the character and competency of the 
members of a commission. A member of 
any regulatory commission must be public 
minded, and imbued with a conscientious- 
ness that his office is a public trust—that 
his first duty is to the public. Every com- 
missioner also has the duty to assure the 
public utility that its interests will be im- 
partially protected within the framework 
of the law. The spirit as well as the let- 
ter of the law must be observed. In this 
there can be no compromise—no double 
standard—no promotion of a commission- 
er’s private gain, whether direct or in- 
direct. 

The scope of regulation has become 
more complex and difficult in recent years. 
It is essential that a member of a regula- 
tory commission should have previous 
training and experience that will qualify 
him for his office. The short terms of 
most state commissions place a premium 
upon such training and experience. 


ape considerations, especially on 
the state level, often have been the 
basis of appointment of the members of 
regulatory commissions. This has made 
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effective public utility regulation difficult 
because the same political considerations 
that lead to their appointment dominate 
or influence the commissioners in the per- 
formance of their duties. Party label or 
party service is a poor basis for the selec- 
tion of public utility commissioners. 

Thus, the CWA position that it intends 
to influence the appointment of these com- 
missioners violates the cardinal principle 
of public utility regulation—i.e., that the 
appointee represent the public as a whole 
and not any single segment of it. A 
CWA-sponsored commission might be un- 
duly influenced by the source of his ap- 
pointment. No segment of a regulated 
industry should influence the selection of 
the regulators! 


HIS statement applies with at least 

equal force in those 16 states where 
the members of regulatory commissions 
are elected. Such a state commissioner 
must often expect to obtain his office as the 
result of effective campaigning—in addi- 
tion to his competence in public utility 
matters. Today, political considerations 
necessarily affect elected commissions, 
even assuming the best of good will and 
sincerity on the part of these officials, 
in their efforts to carry out their duties 
fairly and honestly on their merits. If 
the CWA is to enter into campaigns to 
elect commissioners in 16 states, then it is 
embarking on a questionable course. The 
principle is inadvisable even if the CWA 
motives are the highest. No special inter- 
est group should support or oppose a slate 
of candidates for election to a regulatorv 
commission. The principle of elective 
commissioners is defective enough with- 
out having the CWA openly intervening 
in campaigns to elect commissioners! 
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The Federal Communications Commission 


N the national level the avowed inten- 
tion of the CWA to influence the ap- 
pointment of the membership of the 
Federal Communications Commission is 
fraught with danger to the impartiality 
of this commission. This is particularly 
true at the present time when the impar- 
tiality of this commission is under attack. 
Public confidence in the FCC is absolutely 
necessary if this commission is to accom- 
plish its purpose of impartial public reg- 
ulation. 

The sole basis of the selection of mem- 
bers to the FCC must be competence 
and public confidence in the character of 
the member appointed. He should not be 
a partisan of or an advocate of either 
labor or management. A member of the 
FCC must have a sense of public duty 
and public responsibility in order to carry 
out his duties to the best of his judgment 
and conscience. Public confidence in the 
FCC would be undermined if the CWA 
succeeded in influencing the appointment 
of its membership. Neither labor nor 
management should be in the position of 
selecting the umpire charged with the duty 
of regulating the players. This would be 


a backward step in regulation! It would 
weaken the regulatory process, and lead 
to a loss of public confidence. 


Summary and Conclusion 


HE state and federal regulatory com- 

missions are a fourth branch of gov- 
ernment created by the legislatures of the 
states and the Congress to regulate an in- 
creasingly complex economy. 

The announced policy of the Com- 
munications Workers of America to enter 
into the question of what constitutes a 
“reasonable profit” for the communica- 
tions industry, to support or oppose rate 
rise petitions on a local basis, to furnish 
their estimates of the labor costs of new 
contracts, to avoid any responsibility for 
rate increases, and to influence the ap- 
pointment or the election of public utility 
commissioners on the state and federal 
level is an important departure from its 
traditional role. Such a rdle is in conflict 
with the nature and spirit of public utility 
regulation and could result in a loss of 
confidence in the impartiality of these 
commissions. This CWA policy should 
be opposed by all those interested in effec- 
tive public utility regulation. 





a, too many of our fellow citizens have been led to believe 
that they can sit back and wait for the government to cure 


the business recession. This is a dangerous illusion. Resorting to 
massive governmental intervention in the present circumstances 
would only prolong the recovery and undermine the future with 
inflation... . 

“More adequate profits and a real incentive to cost reduction 
based on a sharing of cost savings with the government would 
produce not only faster progress in technology, but also would 
lower substantially the costs of defense to the taxpayer. 

“If more of the traditional profit incentives of the free enter- 
prise system are infused into defense work, the nation will get 
more production, of higher quality, in shorter time, and at lower 
costs.” 

—Pui.ip D. REEp, 
Former chairman of the board, General Electric Company. 
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Atomic Energy Legislation 
 eensoagil Eisenhower's efforts to 

modify the $387 million atomic energy 
authorization bill approved by the Joint 
Committee on Atomic Energy ended in 
failure when both the House and Senate 
approved the measure with only a mini- 
mum of debate. In passing the bill, Con- 
gress was not persuaded by a letter from 
the President to Representative Jensen 
(Republican, Iowa), questioning the need 
for a $145 million plutonium-producing 
reactor. The President also complained 
that the $39 million recommended for new 
basic research facilities did not represent 
a balanced or high priority group of 
projects for funding in 1959. 

The President’s letter caused a stir 
among both Republicans and Democrats, 
who professed to be mystified by the 
President’s criticism of a program largely 
conceived within his own administration. 
Members of the Joint Committee under- 
scored the fact that the AEC had origi- 
nally requested $462,779,000 from the 
Budget Bureau, which later cut down the 
request to only $193,379,000. It was also 
noted that the Joint Chiefs of Staff have 
long testified before the Joint Committee 
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Washington and 


the Utilities 


in favor of increased plutonium produc- 
tion, which the $145 million plant at 
Hanford is designed to provide, although 
the Defense Department has taken a 
contrary view. 


vec with these contradictory views 
within the administration, the Senate 
and House, somewhat puzzled at the Pres- 
ident’s complaints, approved the Joint 
Committee bill virtually without amend- 
ment. The only significant change was 
made in the Senate where Senator Salton- 
stall (Republican, Massachusetts) suc- 
ceeded in amending a provision for a $51 
million gas-cooled reactor to stipulate that 
the plant may be built by private industry 
without government assistance as well as 
under a co-operative agreement to avert 
direct government construction. The 
amendment states that private groups 
must have a power plant designed and 
ready to construct which satisfies the 
development project contemplated by the 
AEC. 

No one believes that the President will 
go so far as to veto the authorization 
legislation, despite his misgivings about 
it. His letter, however, was unfortunate 





WASHINGTON AND THE UTILITIES 


from the point of timing for the new 
AEC chairman, John A. McCone, who 
was being sworn into office practically at 
the same time the President’s letter was 
circulating around Congress. Although 
McCone had no connection with matters 
discussed in the letter, it started him 
out lamely with the Joint Committee 
with which he has hopes of establishing 
better relations for the AEC than it had 
when Admiral Strauss was chairman of 
the agency. 


NOTHER result of the confusion could 
be a renewal of the fight over private 
versus government construction of atomic 
power plants. In his letter to Jensen, the 
President pointedly noted that the inclu- 
sion of several projects previously re- 
jected by the Budget Bureau lays “the 
groundwork for additional government 
construction of power reactors. The need 
for such construction is yet to be demon- 
strated; and, at all events, any needed 
preliminary design work can be initiated 
with available funds and without specific 
authorization.” In a speech on the Senate 
. vor, Senator Anderson (Democrat, New 
Mexico) served notice that if the admin- 
istration wants to renew the perennial 
private versus government power plant 
squabble, he is prepared to do it. 

While Congress was rushing through 
the AEC authorizations bill, the House 
Appropriations Committee was putting 
the final touches on a $3.1 billion appro- 
priations bill to finance numerous federal 
agencies in fiscal 1959, including the 
AEC. Of the total amount in the bill, 
$2.6 billion will go to the AEC—$16.6 
million below administration requests. 
Included in the recommended funds is 
$45 million for a start on the Hanford 
plutonium plant, mentioned above, which 
is opposed by the President. The fund bill 
carries $229 million for new AEC con- 


struction. Despite authorization and ap- 
propriations for the plutonium plant, it 
is possible that the Budget Bureau may 
freeze funds for its construction. 

The Appropriations Committee knocked 
out $51 million requested for a gas-cooled 
reactor and recommended in the authori- 
zation measure. The committee noted that 
present law provides a maximum of six 
months for AEC to attempt to work out 
a co-operative agreement with private 
utilities, power co-operatives, or other 
groups to finance a reactor of this type. 
Declaring that it does endorse the reactor 
and wants it to get into production soon, 
the committee said it would gladly con- 
sider voting funds when the AEC is ready 
to begin actual construction. 


* 


Frying pan-Arkansas Project 


_ long delay, the House Interior 
Committee finally approved a bill au- 
thorizing the controversial Fryingpan- 
Arkansas project in Colorado. The Senate 
has already passed a bill recommending 
construction of the project, estimated to 
cost $160 million. 

Although the House committee ap- 
proved the bill by a lopsided vote, 19 to 4, 
it is by no means certain that this is an 
indication of the support the measure will 
obtain if and when it reaches a vote in 
the House. Eastern Congressmen, particu- 
larly Representative Saylor (Republican, 
Pennsylvania), have vigorously opposed 
the multipurpose project in the past on 
grounds that its benefits would not be 
commensurate with cost which must be 
shared by all the taxpayers. 


> 
Trinity Project Buried 


N administration bill to authorize 
partnership construction of the 
Trinity river, California, project has fallen 
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victim to the usual preadjournment log 
jam. Chairman Aspinall (Democrat, Colo- 
rado) of the House Irrigation and Recla- 
mation Subcommittee has announced that 
there will be no time to consider the bill 
during the remainder of this session of 
Congress, except on adoption of a motion 
to give it priority. Supporters of the 
project admit that they do not have the 
votes to force consideration of authorizing 
legislation. 

Under the partnership arrangement 
proposed by the Interior Department, the 
power features of the project would be 
financed by Pacific Gas and Electric Com- 
pany, with the government footing the 
bill for nonpower features. Extensive 
hearings were held on the bill earlier this 
year. The measure has been hotly op- 
posed by Representative Engle (Demo- 
crat, California), chairman of the parent 
House Interior Committee. Engle has 
made an issue of it in his campaign to 
win a Senate seat from California in next 
November’s elections. 


¥ 


TV A’s Bond Bill 


Plena chances for favorable House ac- 
tion on legislation authorizing TVA 

to issue revenue bonds for future power 
expansion were growing slimmer as Con- 
gress moved closer to adjournment. The 
surprising ease with which the Senate 
gave its approval to the nominations of 
Arnold R. Jones and Dr. Frank J. Welch 
to the TVA board of directors was in 
sharp contrast with the difficulties sup- 
porters of TVA self-financing legislation 
have been having in their efforts to prod 
various House committees to take action. 
As of this writing, the situation was 
as follows: Chairman Smith (Democrat, 
Virginia) of the House Rules Committee 
was sitting firmly on a bill, HR 4266, 
which has been reported out by the House 
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Public Works Committee. Smith has 
never made any secret of his opposition 
to the measure, while the administration 
dislikes certain provisions which could be 
interpreted in such a way as to give TVA 
virtually unlimited rights to expand and 
still leave the taxpayers with responsi- 
bility for some measure of the obligations 
incurred. Faced with this formidable op- 
position, proponents of the measure have 
been trying to pry a Senate-passed 
measure out of the committee which is 
more to the administration’s liking. 

Despite daily reports in TVA area 
newspapers of imminent favorable action, 
the bill’s supporters have had no success 
to date. Part of the publicity may be 
ascribed to the activities of “Citizens for 
TVA,” a pro-TVA lobbying and propa- 
ganda agency with headquarters in Nash- 
ville. Over fifty newspapers in the valley 
area were reported to have agreed to 
sponsor a page ad to be run in The 
Washington (D. C.) Post and Times 
Herald, if, as, and when the Senate- 
approved bill reaches the House floor. 

The ad, cost of which was planned to 
be underwritten by the Nashville Tennes- 
sean and the Louisville Courier-Journal, 
calls on Congress to pass self-financing 
legislation. It points out that the revenue 
bonds would be subject to federal income 
taxes, would sell in the competitive 
market with other bonds, and would not 
be obligations of the federal Treasury. 


Fos from the merits of the legisla- 
tion, the novelty of newspapers spon- 
soring such an ad has raised a number of 
interesting questions. For example, will 
the newspapers claim as a business ex- 
pense the cost of the ad for income tax 
purposes? The question brings to mind 
the recent ruling of the Internal Revenue 
Service holding that investor-owned util- 
ities may not claim lobbying expenses in 
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connection with public power legislation 
as deductions from business income for 
purposes of tax. 

Still another question is whether or not 
this kind of activity on the part of news- 
papers constitutes lobbying under the 
Lobbying Act. That act expressly exempts 
newspapers, except when they engage di- 
rectly in lobbying activity on behalf of 
their own interests. There is also the 
possibility that direct lobbying by these 
newspapers might affect the eligibility of 
their reporters and correspondents for 
congressional and White House accredit- 
ing. Lobbyists are not supposed to be 
entitled to the privileges of congressional 


press galleries. 
¥ 


Canadian Gas Imports 


te coal industry in the United States, 
including both management and 
labor, is urging Canada’s Royal Commis- 
sion on Energy to reject proposals to 
export Canadian gas into this country. 
The Royal Commission is studying gas 
export proposals in public hearings at 
Montreal. A similar study is being con- 
ducted at the Federal Power Commission 
on the applications by several gas com- 
panies to import gas into north-central 
states. 

Frank F. Kolbe, president of the 
National Coal Association, told the Royal 
Commission that its decision “can seri- 
ously affect not only the U. S. coal 
industry but Canada’s economic welfare 
and future relations between our two 
countries.” 

John L. Lewis, head of the United 
Mine Workers, struck a similar note in 
a telegram to the Canadian commission. 
He said the UMW is “unalterably op- 
posed to the importation of unemployment 
into the U. S. in the form of natural gas 


from Canada.” Lewis stated as follows: 


Assuredly, unnecessary seeds of in- 
ternational discord have already been 
planted in both Canada and the U. S. 
by the greedy interests who seek to 
strip Canada of one of her great natural 
resources, while at the same time 
causing needless economic problems for 
both the U. S. coal industry and its 
employees. 


Desalting Sea Water 


EMBERS of the House Irrigation and 

Reclamation Subcommittee have ac- 
cused the Interior Department of “drag- 
ging its heels” in the field of salt water 
conversion. The charges were made at 
hearings on legislation to authorize con- 
struction of five demonstration plants to 
produce water for consumptive uses from 
saline or brackish waters. A similar bill, 
sponsored by Senator Anderson, has 
already passed the Senate. Assistant Sec- 
retary of Interior Aandahl replied to 
congressional critics that the department 
has been making substantial progress in 
researching methods for converting saline 
water into fresh water. 

Under the Anderson proposal, the In- 
terior Department would be authorized to 
spend a maximum of $10 million on the 
five plants to be built in various parts of 
the country and in the territories. Aan- 
dahl said the Interior Department con- 
siders part of the plan “unrealistic.” He 
said the government has not conducted 
sufficient research to enable it to go di- 
rectly into the production business and 
asked that pending House bills be 
amended to make it clear that the pro- 
posed plants will be “experimental” only. 
Aandahl said it still has not been deter- 
mined which of several processes is best 
for saline water conversion. 
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California Mobile Telephone 
Tariffs Upheld 


B: a close division of 4 to 3 the Cali- 

fornia supreme court has sustained 
the action of the California Public Utili- 
ties Commission in permitting a Bell sys- 
tem company—Pacific Telephone & Tele- 
graph Company—to file tariffs for private 
mobile communication service. This is an 
important precedent inasmuch as it is the 
first move, at the state level, by a tele- 
phone company to file tariffs for the regu- 
lation of such service as part of its regu- 
lar telephone service. 

A similar filing, which would place in- 
terstate mobile telephone service in the 
category of a regulated utility service, has 
been made by the American Telephone 
and Telegraph Company on behalf of the 
Bell telephone system with the Federal 
Communications Commission. The FCC 
filing is still pending, following objection 
by the nonregulated manufacturers and 
distributors of mobile telephone service 
equipment and others. 

The California commission took the 
view, Originally, that there was no reason 
to prevent a telephone company from 
offering to render service, via automobile 
radiotelephone arrangements, as a supple- 
mental part of its offering of general tele- 
phone service. Of course, the filing of 
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Telephone and 


Telegraph 


tariffs subjects the service covered by the 
tariffs to rate regulation and other regu- 
latory jurisdiction of the commission. 

The California supreme court upheld 
this view. The majority opinion pointed 
out that the physical nature of the medi- 
um used—namely, radio transmission— 
differed in some respects from both pub- 
lic radiotelephone service and conventional 
land-line telephone service. The court 
took this view in considering the private 
nature of the communication contemplat- 
ed and the restrictions established under 
the Federal Communications Act. Not- 
withstanding such differences, however, 
the California court majority found that 
mobile telephone service—such as con- 
templated by the Pacific Telephone & 
Telegraph Company — “is a telephone 
service and if dedicated to public use it is 
subject to the jurisdiction of the com- 
mission.” 


HE court noted that the California 

commission had already made a find- 
ing that Pacific Telephone & Telegraph 
Company had in fact dedicated this serv- 
ice to the public. The majority opinion 
further observed “the fact that only a 
restricted portion (of the public) is eli- 
gible to apply for it is not determinative. 
It is offered to all of the public who may 
be eligible to apply for it.” 





TELEPHONE AND TELEGRAPH 


In this respect the majority opinion 
would appear to follow the precedent laid 
down by a long line of earlier regulatory 
decisions with respect to specialized car- 
riers in the transportation field. In other 
words, the mere fact that a carrier under- 
takes to serve only a special class of the 
public (such as those who ship fruit or 
moving picture films, etc.) does not di- 
minish the carrier status as long as any 
segment of the public wishing that form 
of service is eligible to use it. 

What persuasive effect the California 
court decision may have on the pending 
FCC or other subsequent state commis- 
sion filings by Bell or other telephone 
companies (covering radiotelephone serv- 
ice) is problematical. 

The minority view of the California 
court took the line that the status of a 
private or unregulated commercial service 
cannot be changed into the status of a 


regulated utility service merely by the fil- 
ing of tariffs covering the same. The 
minority felt that this should be true even 
where such service is being rendered by a 
regulated public utility with respect to its 
other operations. 


* 
REA Phone Loan Activity 


a two Republican Senators, 
John Sherman Cooper and Thruston 
B. Morton, recently announced approval 
by the Rural Electrification Administra- 
tion of a large rural telephone loan, 
$2,341,000, to the Northeastern Tele- 
phone Corporation of London, Kentucky. 
The corporation serves 10 counties in 
northeastern and southeastern Kentucky. 

The money will be used for new or im- 
proved service to 3,685 subscribers in 
Rockcastle, Pulaski, Casey, and Lincoln 
counties. Also four new dial-center offices 
will be established in Pulaski county and 
three in Rockcastle county. 


Morton and Cooper noted that two pre- 
vious loans—which together with this one 
total $6,084,000—have been used to bring 
service to 11,500 subscribers in Clay, 
Knox, and Laurel counties and others in 
Bracken, Mason, and Robertson counties. 

Summing up overall REA operations 
for the fiscal year 1958 which ended June 
30th, an REA “roundup” statement 
showed that an impressive number of 
rural area residents are now being bene- 
fited by the REA program. For 1958 
fiscal alone, REA reported 141,735 new 
beneficiaries of the electric loan program 
and 170,462 rural subscribers for new or 
improved telephone service. For the en- 
tire period of the REA program, the 5 
million consumer mark was reached in 
loans approved to electric borrowers. The 
number of telephone subscribers that are 
now being served or about to be served 
from telephone systems reached the one 
million level. In addition, REA Admin- 
istrator Hamil announced that all REA 
borrowers have repaid over $1 billion 
since the lending programs began, as com- 
pared with over $3 billion in obligations 
incurred by REA in making loans for 
both programs to date. 


NEw record was set in fiscal 1958 for 
telephone loans. These amounted to 
$89.2 million. A total of 216 loans went 
to 204 rural telephone systems in 39 
states and Alaska, including loans to 66 
new borrowers. This program now has 
608 active borrowers. In the electric pro- 
gram 337 loans were made to 310 sys- 
tems in 43 states, Alaska, and Puerto 
Rico, amounting to $241.6 million. 
REA now has 985 active electric bor- 
rowers, mostly farmer-owned co-ops. 
More than 170,000 kilowatts of new gen- 
erating capacity is called for in the loans. 
Although debt repayment obligations in 
the electric program are increasing sharp- 
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ly—from $52 million in 1952 to $114 mil- 
lion in 1958—the rural systems not only 
are meeting these, but are increasing pay- 
ments ahead of schedule. 


* 


Menomonee Falls Decision 
Soon 


NN that the briefs of all parties have 
been submitted to the FCC chief 
hearing examiner, James D. Cunningham, 
an early preliminary decision is expected 
on the controversial case involving the 
proposed purchase of independent tele- 
phone companies’ properties in Wisconsin 
by the Bell system company. The case 
involves a proposed acquisition of the 
Menomonee Falls and Lisbon Telephone 
companies by the Wisconsin Telephone 
Company. Objection was raised by the 
United States Independent Telephone As- 
sociation, which intervened on ground 
that it was not in the public interest to 
permit a Bell system company to acquire 
such properties as long as an independent 
company was ready, willing, and able to 
acquire the same and render adequate 
service. The USITA brief reviewed tra- 
ditional commitments of the Bell system 
of former years to abstain from increas- 
ing the relative position of the Bell sys- 
tem at the expense of the independent 
branch of the industry. 

The Justice Department, at the sugges- 
tion of Representative Emanuel Celler 
(Democrat, New York), chairman of the 
House Judiciary Committee, as well as 
head of the House Antitrust Subcommit- 
tee, has also informally written to the 
FCC calling attention to the antitrust and 
monopolistic implications of FCC approv- 
al of Bell system acquisitions of inde- 
pendent telephone companies. 

The FCC’s own staff (common carrier 
bureau ), however, has urged that the pro- 


posed sale to the Wisconsin Telephone 
Company be approved as a net advantage 
to the persons to whom the service is to 
be rendered. The Wisconsin Public Serv- 
ice Commission has likewise approved the 
proposed sale on a public service basis. 

The FCC Common Carrier Bureau said 
that there was no evidence to indicate the 
existence of definite Bell system policy 
for outbidding independent telephone com- 
panies in the purchase of other inde- 
pendent telephone company properties. 
The FCC staff brief did not think that 
the relative position of the Bell and in- 
dependent branches of the industry would 
be altered significantly. 


¥ 


Antiwire-tap Order 


f ems California commission has adopt- 
ed a general order relating to privacy 
of telephone communications. This fol- 
lows the action of the California legisla- 
ture last year, which added two new sec- 
tions to the Public Utilities Code directing 
the commission to issue regulations re- 
quiring every telephone company to main- 
tain complete records of all instances in 
which its employees discover any device 
installed for the purpose of overhearing 
telephone communications. The commis- 
sion was also directed to make regular 
inquiry to determine whether or not the 
telephone companies were taking adequate 
steps to insure the privacy of communica- 
tions. 

Subsequent to this legislation the com- 
mission started an investigation which re- 
sulted in a general order. This order 
requires each telephone company to main- 
tain complete records of all instances in 
which its employees discover any devices 
installed to overhear telephone conversa- 
tions and to report annually to the com- 
mission on the record of such instances. 
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Financial News 


and Comment 


By OWEN ELY 


Accountants Now Favor 
Normalizing Deferred 
Taxes 
FS psnkaperes of recommended account- 

ing policy for companies that use 
the rapid forms of depreciation permitted 
under the Revenue Act of 1954 was an- 
nounced recently by the Institute of Certi- 
fied Public Accountants in Bulletin 44 
(revised). The institute now recommends 
that corporations using such methods in 
their tax accounts should also use the 
same methods in their reports to stock- 
holders but if not, the deferred taxes 
should be deducted from earnings. The 
previous position of the association, taken 
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in 1954 when the law was passed, was 
that it was not necessary to give current 
recognition to such deferred taxes. 

William W. Werntz, chairman of the 
21-man committee on accounting proce- 
dure, explained that the number of com- 
panies which have been using one method 
of computing depreciation charges for 
taxes and another for general accounting 
purposes was an important factor in the 
committee’s decision to reconsider its 
earlier position. The bulletin said: 


Based on studies of published reports 
and other source material, it appears 
that instances of companies adopting 
the declining-balance method for in- 
come tax purposes only are considerably 
more widespread than the committee 
anticipated in 1954. Experience has in- 
dicated that, where material amounts 
are involved, recognition of deferred 
income taxes in the general accounts is 
needed to obtain an equitable matching 
of costs and revenues and to avoid in- 
come distortion. 


HE bulletin also stated “where it may 
reasonably be presumed that the ac- 
cumulative difference between taxable in- 
come and financial income will continue 
for a long or indefinite period, it is alterna- 
tively appropriate, instead of crediting a 
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deferred tax account, to recognize the 
related tax effect as additional amortiza- 
tion or depreciation applicable to such as- 
sets in recognition of the loss of future 
deductibility for income tax purposes.” 


¥ 


Methods of Stating Share 


Earnings 


HE committee on accounting pro- 

cedure of the American Institute of 
Certified Public Accountants in Bulletin 
49 (issued in April) has reported its find- 
ings as to the best methods of stating 
share earnings, which may be summarized 
as follows: 

Share earnings should be related to net 
income as reported. Where extraordinary 
charges or credits have been excluded 
from net income, the per share amount of 
such charges and credits should be re- 
ported separately. A clear explanation of 
the methods used is important. Share 
earnings for a given year should be on 
the number of shares outstanding at the 
end of the year; however, when there has 
been a substantial change in the number 
of shares, share earnings may be based on 
a weighted average of the number of 
shares outstanding during the year. Where 
there has been little or no opportunity to 
utilize the proceeds from the issuance of 
new shares—for example, if they were 
issued at the end of the year—such shares 
may be disregarded in the computation. 

If there has been a stock split (or a 
reverse split) after the balance sheet data, 
but before the issuance of the financial re- 
port, the revised number of shares should 
be used. The same is true of a stock divi- 
dend, except when small. Accumulated 
preferred dividends should be deducted, 
whether paid or not, before calculating 
common share earnings; however, if they 
are cumulative only if earned, the earned 
amount available should be deducted. 
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| eo following conclusions were 
reached with reference to convertible 
securities: (a) when other securities have 
been converted into common stock dur- 
ing the year, earnings per share should 
ordinarily be based on a weighted average 
of the number of shares outstanding dur- 
ing the year. When the weighted average 
is used in such cases, adjustments with 
respect of interest or other related factors 
are not made. (b) When capitalizations 
consist essentially of two classes of com- 
mon stock, one of which is convertible 
into the other and is limited in its dividend 
rights until conversion takes place as, for 
example, when certain levels of earnings 
are achieved, two earnings-per-share fig- 
ures, One assuming conversion, are ordi- 
narily necessary for full disclosure of the 
situation. 

Regarding historical tables of share 
earnings, past years’ figures should be ad- 
justed for splits and stock dividends— 
though such treatment need not be ex- 
tended to small recurrent stock dividends, 
except when the cumulative amount is 
material. If there have been significant 
conversions of other securities into com- 
mon stock in past years, it is appropriate 
to present supplementary calculations re- 
vising past figures to reflect these later 
conversions, on a pro forma basis. Also, 
if common stock is being offered to re- 
tire senior securities, supplementary calcu- 
lations are permissible to show pro forma 
earnings per share for at least the most 
recent year, as if such substitutions of 
securities had been made. Where there 
has been a merger or other pooling of in- 
terests during the period of years for | 
which data are given, share earnings for 
prior years should be adjusted to the basis 
of the new capital structure. 

Regarding earnings coverage of senior 
securities, the committee held that “earn- 
ings per share” is not properly applicable, 
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in view of the limited dividend rights of 
senior issues; the number of times the 
senior dividends have been earned is more 


helpful. 
¥ 


Electric Utilities Doing Less 
Equity Financing 
eral financing in the first half of 

this year showed a preponderance 
of debt financing, as indicated by the fol- 
lowing percentages : 


Electric Gas Telephone Total* 


Long-term Debt 79% 73% 93% 83% 
Preferred Stock 11 15 1 8 
Common Stock 10 12 6 9 


100% 100% 100% 100% 


In the past three years the proportion 
of equity financing has been as follows: 


1957 1956 1955 


18% 24% 
6 21 

56 9 

28% 19% 


*Includes a small amount of miscellaneous 
utility financing. 


Obviously there has been a trend to- 
ward smaller equity financing since 1955 
by the electric and gas utilities. It is diffi- 
cult to develop any special trend for the 
telephone industry because the results are 
dominated by the Bell system, which does 
much of its equity financing indirectly 
through the conversion of debentures and 
by the sale of stock to employees. 

It seems rather strange that the electric 
utilities should be doing so little equity 
financing at this time, when they have an 
opportunity to sell common stocks at rec- 
ord high prices and at relatively low 
money cost as measured by earnings-price 
ratios. This is particularly true of the 
growth utilities, a number of which could 
sell stock on a 6 per cent earnings cost 
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basis. However, the substantial amount 
of cash now generated internally through 
the combined use of accelerated amorti- 
zation and accelerated depreciation is 
probably a factor. The automatic increase 
each year in the cash generated by accel- 
erated depreciation indicates that, within 
a few years, many utilities may be able to 
avoid equity financing entirely, where tax 
savings are considered part of earned 
surplus. 


* 


Government Ownership in 
Gas Industry, While Only 
6 Per Cent, Gaining Rapidly 


neta to a study prepared by the 
American Gas Association, govern- 
ment ownership in the gas industry con- 
tinues to increase. There are now about 
515 municipal gas companies in 34 states, 
with a gain of 14 per cent in the past year 
and a half. Municipal gas operators in- 
creased the number of their customers and 
revenues 16 per cent in 1957 compared 
with 1956, while the industry as a whole 
showed a gain of only about 6 per cent. 
However, at the end of 1957 the munici- 
pal segment of the industry comprised 
only about 7 per cent of total customers 
and 6 per cent of total sales and revenues. 
In comparison, the public power propor- 
tion of the electric utility industry is about 
24 per cent, measured by electricity gen- 
erated. 

The largest number of government- 
owned systems, as well as the largest 
gains, have been in the South. The East 
South Central area now has 170 munici- 
pal gas systems, the West South Central 
131, and the South Atlantic 89 compared 
with a total of only 116 for the northern 
and Pacific coast areas. Louisiana and 
Georgia have the largest number of mu- 
nicipal plants—59 and 57—while Ten- 
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nessee runs a close third with 52 and has 
had the largest growth in 1957. 

It is not clear why the move toward 
municipal ownership of gas utilities is 
gaining momentum. In some instances it 
may be fostered by the desire to do mu- 
nicipal bond financing. This appeared to 
be a factor in the case of Alabama Gas, 
where the management fought a good 
fight and prevented an attempt by finan- 
cial houses to win a proxy fight and sell 
the properties to municipalities. It might 
be worth while for AGA to study the 
matter further. 

¥ 


Financial Ratios for 
Unlhty Groups 
| ewes West Service Company of 
Chicago has issued its 1957 annual 
108-page bulletin, giving financial data 


Gross Plant Per $ of Revenues 
Deprec. Reserve—% of Gross Plant 
Capital Ratios—Bonds 


[Do ceiqhi qa 0) he ere 


Total Debt 
Preferred Stocks 
Common Stock Equity 
Revenues—% Electric 
% 
% Other Sources 
Depreciation Charge—% of Plant 


Ratio of Expenses to Revenues .........c.ecceceeee 


Gross Income—% Earned on Capitalization 
Interest on Construction Credit— 
'% of Fixed Chargest 


Income Deductions as % of Rev. ...........0eeeeeee 


Dividend Pay-out 

Coverage of Senior Charges— 
Interest on Long-term Debt 
Total Deductions 


Income Deductions and Pfd. Divs. .............. 


Price-earnings Ratio (a) 
Earnings-price Ratio (a) 
Current Yield 


*Includes 1 per cent minority interest. 


for a large number of electric and gas 
utilities. Group ratios, some of which are 
not available elsewhere, are shown in the 
accompanying table. Because of the small 
number of manufactured gas companies, 
this group has been omitted. It seems 
rather unfortunate that the holding com- 
panies—11 primarily electric and 5 gas— 
are shown separately as one group. There 
is little important distinction any more 
between holding and operating companies, 
except perhaps with respect to dividend 
pay-out. Inclusion of each holding com- 
pany in the proper electric or gas group, 
along with the operating companies, 
would properly round out the group fig- 
ures. 

While this presentation overlaps some 
others, it is conveniently arranged and 
seems valuable principally for the com- 
parative ratios. 


26 Electric 18 Gas 62Gas 16Elec. & Gas 
Utilities Pipelines Retailers Holding Cos. 


$4.24 $3.38 $2.81 $3.66 

19% 1 19% 

46% 41% 
5 12 


51 52 
12 9 
37% 

84% 

14 


2 

2.2% 
81% 

5.7% 


16% 
13% 


4.4% 


**Includes about 1 per cent earned surplus restricted for deferred income taxes. No such item is reported 
for pipelines, and the amount for gas retailers is negligible. 


+Per cent of total income deductions before deduction of the credit. This ratio has been worked out by 


this department. 


(a) Based on average prices during April, 1958, and calendar 1957 earnings. 
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Pacific G&E to Use 
Geyser Steam 


oe Gas AND ELECTRIC COMPANY 
has announced plans to use steam from 
geysers to produce electric power—the 
first such plant in the United States. 
There is a government-subsidized geo- 
thermal plant in Italy, and the govern- 
ments of New Zealand and Mexico are 
developing two others. 

The company has signed a letter of in- 
tent with Magma Power Company and 
Thermal Power Company, leaseholders 
of geyser properties on the remote, hilly 
border of Sonoma and Lake counties. 
These companies will pipe the steam to 
the plant turbine at a pressure of 100 
pounds per square inch and a temperature 
of 348 degrees Fahrenheit, supplying 
265,000 pounds of steam per hour. 





COMMERCIAL GAS USE EXCEEDS 
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Commercial gas sales have rnore than quadrupled since 1941, and the 
number of commercial gas users has nearly doubled to run far ahead 
of general business growth. Americans now eat 78 million meals a day 
in more than a half-million food service establishments. Nine out of 
ten of these meals are cooked with gas. 
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Following consummation of a definitive 
contract, PG&E will file an application 
with the California Public Utilities Com- 
mission for authorization to install a 
12,500-kilowatt generating plant on Big 
Sulphur Creek. Additional generating 
units are contemplated if the first installa- 
tion proves successful and sufficient new 
steam wells are produced. The initial 
PG&E cost to produce and transmit the 
power will approximate $2 million. 

Thermal Power Company, working 
under an arrangement with Magma Pow- 
er Company which obtained the basic 
lease rights from the Geysers Develop- 
ment Company, has drilled several test 
wells in the last year. Some of the steam 
(according to geologists who have studied 
the project) is formed by moisture from 
“magma,” the molten mass deep in the 
earth, and is emitted through subterra- 
nean fissures. Other steam is formed by 
water from the earth’s surface, percolat- 
ing down through pervious rock to the 
rock heated by the magmatic steam. 


¥ 


SEC Upheld on Cities Service 


i ipo third U. S. circuit court of ap- 
peals has for the second time upheld 
an order of the SEC directing the Cities 
Service Company to change its relation- 
ship under the Holding Company Act 
with the Arkansas Fuel Oil Corporation. 
The commission originally ordered Cities 
Service either to dispose of its majority 
(52 per cent) stock interest in Arkansas 
Fuel Oil or else purchase the remaining 
48 per cent outstanding in the hands of 
minority stockholders. That order was 
affirmed by the second U. S. circuit court 
of appeals (1957) 21 PUR3d 90, and 
the U. S. Supreme Court refused to re- 
view that decision. 

Another phase of the SEC order, how- 
ever, was appealed on the ground that the 
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commission had decided on a “most drastic 
remedy” in ordering Cities Service to dis- 
pose of the Arkansas Fuel Oil stock with- 
out an opportunity to be heard on its own 
choice of disposing of the shares. It was 
also argued that the SEC erred in ruling 
that Cities Service holdings in Arkansas 
Fuel Oil violated the Holding Company 
Act. The latest court opinion, by Circuit 
Judge Hastie, upholds the SEC on both 


points. 

— in the appeal was Penn- 
road Corporation, James W. Hearn, 

Paul S. Hearn, and Eleanor Hearn, 

identified as “representatives of minority 

stockholders.” M. L. Benedum, a “princi- 

pal stockholder,” had objected to any ac- 


e 


tion which would require him to sell his 
holdings, “which constitute a substantial 
part of the publicly held minority stock.” 
The SEC’s order was made in proceedings 
instituted by the Pennroad Corporation 
and Louis E. Marron, stockholders of Ar- 
kansas Fuel Oil Corporation. 

Percival E. Jackson, counsel for Penn- 
road and Mr. Marron, said that it was 
his information that Cities Service was 
engaged in making evaluation studies of 
Arkansas Fuel preparatory to filing a plan 
to acquire the public minority interest. 
Cities Service would not comment on this. 
A company spokesman said that the U. S. 
circuit court decision was being studied 
and at present the company had no 
comment. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


7/24/58 Divi- 
Price 


About Rate 


Pipelines and Integrated Systems 


Ala.-Tenn. Nat. Gas .... 23 
American Nat. Gas 0 
Arkansas Louis. Gas .... 
Colo. Interstate Gas .... 
Columbia Gas System ... 
Commonwealth Gas .... 
Commonwealth N. G. ... 
Consol. Gas Util. ....... 
Consol. Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Gulf Interstate Gas 
AOUStORD INNNG. o4ss.60:s0.00 
Kansas-Nebr. Nat. Gas . 
Lone Star Gas 

Miss. River Fuel 
Montana Dakota Util. .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples G. L. & Coke ... 
Southern Nat. Gas 
Southern Union Gas .... 
Tenn, Gas Trans. ....... 
Pezas Teast, Trans, ...<. 
Texas Gas Trans. ...... 
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2% 
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COO DROWN Wn 


Aver. 


Incr. ‘ 

In Sh. Price- 
Earns. Earns. 
1952-57 Ratio 


Approsz. 
Common 
Stock 
Equity 


Div. 
Pay- 
out 


Recent 
Share 
Earnings 


% In- 


crease 


$1.66Ma 
4.14Ma 
1.85De 
2.23Ma 
1.44Ma 
40De 
3.39Ma 
1.69Ap 
3.58Ma 
.89Ma 
2.39De 
2.23Ma 
85De 
1.72Ja 
2.55Ma 


21% 
7 


19 
NC 
3 


41% 
33 


52 
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Aver. 


Incr. 
. 7/24/58 Divi- Recent In Sh. Price. 
(Continued) Price dend Approx. Share % In- Earns. Earn. 
About Rate teld Earnings crease 1952-57 Ratio 


Transcont. Gas P. LL. ... 21 1.00(b) 4.8 1.36De 13 29 15.4 74 «21 
United Gas Corp. ...... 33 150 4.5 2.52Ma 4 12 13.1 60 £41 


149 66% 


| 
» 
R 


Averages 
Retail Distributors 


HR 
et et pee 


 $2.86Ma i 56% 42% 
3.24My > 49 

1.34My 
1.93Ma 
1.18De 
2.92De 
Def.De 
1.65Ma 
1.10Ma 
55F 
2.47Ma 
2.11Je 


Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water ... 
Laclede Gas 

Michigan Gas Util 
Midsouth Gas 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas... 
No. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 

Pioneer Nat. Gas 
Portland Gas Lt. 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr, ...... 
Wash. Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 
Aver. 


Incr. ’ ; ——. 

Annual 7/24/58 Dive Recent In Sh. Price- Div. Common 
Price d Appros. Share % In- Earns. Earns. Pay- Stock 

About Rate teld Earnings crease 1952-57 Ratio out Equity 


Communications Companies 
Bell System 
Amer, T. & T. (Cons.) .. 
Bell Tel. of Canada .... 
Cin. & Sub. Bell Tel. ... 87 
Mountain Sts. T.& T.... 126 
New England T. & T. .. 139 
icc aie “bec eae 133 
So. New Eng. Tel. ..... 39 


0% $13.17My* —— 
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FINANCIAL NEWS AND COMMENT 


Aver. 
i Incr. J Appros. 
" 7/24/58 Divi- Recent In Sh. Price- Div. Common 
(Continued) Price dend Approz. Share % In- Earns. Earn. Pay- Stock 
About Rate teld Earnings crease 1952-57 Ratio out Equity 


Independents 


Anglo-Canadian Tel. .... 31 $1.20 
Brings Gok TE... ce 43 2.00 
Calit, Inter: Tel......... 70 
Calif. Water & Tel. .... 1.20 
Central Telephone 
Commonwealth Tel. ..... 
Florida Telephone 
General Telephone 
Hawaiian Telephone .... 
Inter-Mountain Tel. ..... 
Rochester Tel. .......00+ 
Southeastern Tel. ....... 
Southwestern St. Tel. ... 
Tel. Service of Ohio .... 
United Utilities 

West Goast: Tel. ..06550 
Western Union Tel. .... 


9% $3.23Ma 1% 56% 
2.45Ma D14 
78Ma_ D10 
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1.99De a 
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Transit Companies 
Baltimore Transit 
Cincinnati Transit 
Fifth Ave. Coach 
Greyhound Corp. ....... 
Nat. City Lines 
Niagara Frontier Trans. . 
PE ROUES 505040 e000 
Pittsburgh Rys. ......... 
Rochester Transit 
SE OUIS Er. Di. 5 5 coaeies 
OAD UGILY TG Ls visceciesie 
United Transit 


Re 
lo. 

lol 
R 


SSSSERSSSSCE | 


—_ — 
MOWMWN OO 
NAPRHWAO 


HOS31 | oooog| 
zz 


O 
O 
Ss 
Ss 
Ss 
O 
O 
A 
O 
O 
Ss 
O 


i 

| SE Semone 

COMNOOKHAUSIwW 
— 

wn 

| sBEz 


9° 
& 
nS 

© 


Water Companies 
Holding Companies 
American Water Works . $.60 40% $ .95Ma 
Operating Companies 
Bridgeport Hydraulic ... $1.70(£) 5.3% $2.05De 
Calif. Water Service ... 240 5.2 3.25Je 
Elizabethtown Water .. 3.90De 
Hackensack Water 3.18De 
Indianapolis Water 1.26De Dil 
amaica Water 2.96(a)Ma 3 
ew Haven Water 2.30De D20 
Ohio Water Service ...'. 2.32Ma ODI 
Phila. & Sub. Water .... 3.00Ma D3 
Plainfield Union Wtr. .. 442De D112 
San Jose Water 3.41Je D4 
Scranton-Springbrook ... 1.68Ma 22 
South. Calif. Water .... 17 1.17Ma D2 
W. Va. Water Service... 21 1.75Ma 5 


Averages 47% 146 69% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January ; F—February; Ma—March; Ap—April; My—May ; Je—June; Jy—July ; Au—August ; 
Se—September ; Oc—October ; N—November ; De—December. NC—Not comparable. NA—Not available. 
D—Decrease. *On average shares. a—Adjusted to eliminate 15 cents per share of nonrecurring tax savings. 
b—Also stock dividend in 1957. c—Company took no action on dividends payable for the first and second quar- 
ters of 1958. d—Also 1 per cent stock dividend quarterly. e—Also 10 per cent stock dividend May 19, 1958. 
f—Includes extras. g—Also 4 per cent stock dividend June 6, 1958. 
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What Others Think 


Independent Telephone Group Meets in Oregon 


HE 1958 joint convention of the 
Oregon and Washington Independent 
Telephone associations, held at the Hotel 
Multnomah in Portland, Oregon, in late 
June, was the largest telephone conven- 
tion ever held in the Pacific Northwest. 
About 550 persons from various parts of 
the United States, Canada, and Alaska 
took part in the affair. 
The telephone industry has always had 
a stabilizing effect on the national econ- 
omy, Clive W. Haas, president of the 
United States Independent Telephone As- 
sociation, told the convention. That is why 
telephone stocks are and have always been 
popular with institutional investors. To- 
day’s volatile economic situation will not 
change the record of the industry in that 
respect, he said, but it does pose some 
new problems for management. 
Independent companies are all operat- 
ing with more or less debt capital, Haas 
noted, and most of the smaller companies 
have borrowed money and outstanding 
bonds which they intend to pay off. Since 
there is a real danger of a too rapid 
deflation of money, some companies are 
worried about paying off inflated dollars 
with more solid dollars. Alert manage- 
ment is therefore being careful not to con- 
tribute to the causes of deflation, Haas 
said, by making unnecessary cutbacks in 
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planned building or maintenance programs 
or unnecessary layoffs of personnel. Haas 
said there are definite signs that the so- 
called recession is temporary and urged 
the industry to do its best to keep it that 
way. 

On the perennial issue of the telephone 
excise tax, Haas said: 


There appears to be little chance 
that any action will be taken on the 
elimination of telephone excise taxes 
this year. However, some fruit is being 
produced by seeds planted in the minds 
of our Congressmen and Senators by 
the letters they have received from our 
customers. The telephone excise tax is 
now considered the most unpopular 
federal tax on the books of our country, 
and if our letter-writing campaign is 
continued there is good reason to be- 
lieve that as soon as possible this unfair 
burden to our industry will be removed. 
It is probably unnecessary to remind 
you that a letter to a Congressman or 
Senator from one of your customers 
carries more weight than anything else 
you can do. 


Toll compensation received by inde- 
pendent companies last year reached the 
record total of $186 million, Haas re- 
ported. A large per cent of this amount 












“was paid to us because of the work and 
study of the USITA Toll Compensation 
Committee,” he added. Further studies 
are being made, and there is good reason 
to believe that rising costs of the last 
few years will soon be reflected in in- 
creased toll compensation to all com- 
panies. 


Mc" independent telephone companies 
under the jurisdiction of the Wash- 
ington Public Service Commission are 
fully aware of their responsibility for 
bringing better telephone service to the 
public at the lowest possible rates, George 
F, Parks said in an address to the con- 
vention. Commissioner Parks said it was 
gratifying to know that by the close of 
1958 over 90 per cent of the subscribers 
in Washington state served by inde- 
pendent companies will have dial tele- 
phone service. Parks commented : 


The telephone industry, like every- 
one, has been and is still faced with the 
increasing cost of inflation. Many of 
you people have met this problem by 
the use of automatic timing and ticket- 
ing equipment and other processes of 
automation in handling monthly bill- 
ings, payrolls, and so forth. Mechanical 
and timesaving equipment are also 
being used to keep construction and 
maintenance costs to a minimum. How- 
ever, despite the continuing attempts of 
many telephone operators to keep their 
operating expenses at a minimum, we 
as well as other regulatory commissions 
throughout the country, are still faced 
with demands for increased rates. 


Although not critical about the matter 
of requesting rate increases, Parks urged 
every utility to make a really complete and 
searching examination of all facts before 
concluding it must have higher rates. He 
stated : 


WHAT OTHERS THINK 


I know many of you who have been 
earnestly striving during the past dec- 
ade to meet what appeared to be an 
insatiable demand for telephone service 
will find it difficult to realize that trend 
may stop or even be reversed and you 
may be removing instead of installing 
telephones. No doubt during the past 
six months some of you have had a 
rude awakening on the stability of toll 
usage and it could happen to monthly 
exchange service. You should realize 
many of your subscribers have also been 
hit by the problem of inflation and are 
being forced to curtail expenses and a 
rate increase may be all that is neces- 
sary to start a demand for discontinu- 
ance of their telephone service. So, if 
you have a rate increase under consid- 
eration, I suggest you might give some 
serious attention to its effect on your 
customers. 


_ dwelt at some length on the im- 
portance of keeping reliable records. He 
said he is continually amazed at the re- 
ports of commission accountants on their 
findings when examining utility books and 
records. “It appears that many utility 
operators, and it isn’t restricted only to 
the telephone utilities, judge their opera- 
tion solely on what is on hand in their 
cash till or bank account,” Parks said. 
“Keeping accurate books and records is 
one of the most important phases of your 
business and it should not be overlooked 
just because you might be busy with 
maintenance or other plant problems. I 
would suggest that all of you be sure you 
are thoroughly familiar with the opera- 
tions of your accounting records and make 
frequent investigations of how the books 
and records are being handled.” 

With respect to requests for rate in- 
creases, Parks emphasized the importance 
of building up good public relations as a 
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means of preparation. He explained: 


. . . While you don’t have to publicize 
the value of telephone service, I do 
believe you need to publicize the tele- 
phone company and what it represents. 
Too many people overlook the fact that 
the telephone company, while it has a 
monopoly in its service area, is a 
privately owned and operated business 
enterprise, that it provides its own 
capital and receives no financial subsidy 
or special favors from the government. 
The telephone company must purchase 
its materials and supplies in the open 
market and pay its employees prevail- 
ing wage rates just like any other pri- 
vate business. Besides paying taxes like 
every other business, the telephone 
company must also serve as a tax agent 
for the federal government in collecting 
excise taxes, a job with associated costs, 
but no pay. I believe the success and 
general acceptance of your industry as 
a monopoly subject to regulation by a 
regulatory commission, would be 
greatly enhanced if the public realized 
a utility must make a profit the same 
as any nonutility business if it is to be 
successful, and that it is not guaranteed 
a regular profit by any commission or 
governmental body. 


ee eae said Parks, the public 
should be made aware of the operation 
of the state’s public utility laws and 
realize all any utility expects is fair treat- 
ment under those laws. If a company can 
impress the public with the fact that the 
telephone business expects and receives no 
special favors and must strive diligently 
if it expects to earn a profit, the effort 
will be well justified, he said. “The more 
the public knows about your business and 
how it operates under our free enterprise 
system, the less the possibility of the whole 
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telephone industry being the target of 
ambitious politicians.” 

Speaking of publicity, Parks questioned 
whether the industry is really trying to 
inform the public about the low cost of 
monthly telephone service. Advertise- 
ments for colored sets, extension tele- 
phones, and so forth, seem to appear more 
frequently, he noted, than regular pub- 
licity on monthly telephone rates. “You 
are in an industry you should be proud 
of and if you are reluctant to publicize 
and cite the low cost of telephone service 
how can you expect people to believe they 
are getting a bargain for their telephone 
dollars. It seems to me one of the main 
reasons people protest telephone rate in- 
creases is because they are unaware of the 
actual monthly rates and the effect of any 
rate increase on those rates. Why not 
publicize your rates now and then? Don’t 
act like you are ashamed of them; let the 
public know telephone rates are low and a 
bargain at today’s prices. It may be a good 
idea to follow the electric industry and 
its appliance dealers who advertise the 
operating costs of this or that appliance 
at only a few cents a day. Perhaps you 
should call attention to the fact that 
monthly telephone service is only 10, 15, 
or 20 cents a day. If you wait until you 
file for a rate increase and then attempt 
to justify the rates, you might find the 
public somewhat skeptical and not in- 
clined to listen.” 


poo suggested that some telephone 
utilities overemphasize in their public- 
ity how much money they have had to 
invest in plant facilities since the war. 
Unfortunately, this claim is quite often 
cited when companies file for rate in- 
creases, he said. Regulatory commissions 
are well aware of the outstanding job the 
telephone industry has accomplished in 
not only installing the large amount of 








new plant necessary to meet the demands 
for telephone service, but obtaining the 
necessary financing. “However,” said 
Parks, “the majority of the public are 
apt to say, ‘So what, look at all the new 
customers they have added,’ when the 
telephone industry’s growth accomplish- 
ment is brought to their attention. They 
are aware other utilities, such as the elec- 
tric and water companies in this area, have 
also had a growth problem and solved it, 
so they can see no reason to believe the 
telephone company has done anything un- 
usual. To the person still waiting for 
either telephone service or a better grade 
of service, I am afraid any statement 
about the excellent job the telephone in- 
dustry has done will be received with 
irritation and disbelief.” 


Pars believes one of the biggest prob- 
lems facing the telephone industry to- 
day is that of multiparty lines, especially 
the ten-party lime. Why ten-party, why 
not eight-party or even six-party lines 
in the rural areas?, he asked. He feels the 
telephone industry has taken it for granted 
that since multiparty lines have been used 
in the rural areas for many years that still 
must be the right grade of telephone 
service for the country and no attempt 
has been made to set a higher standard. 
Parks declared : 


No doubt at one time they were 
necessary and served their purpose, but 
under today’s social life and telephone 
usage the ten-party line is a continual 
source of irritation to most of those 
served by such lines. From our ex- 
perience with service complaints, I am 
sure a large percentage of them would 
be eliminated if there were no ten-party 
telephone lines. I realize that many of 
our telephone utilities do not have the 
necessary financial resources to reduce 





WHAT OTHERS THINK 


261 





the line fill on ten-party lines, also on 
certain long rural lines it cannot be 
economically justified. However, there 
is no doubt many companies can at least 
reduce the line fill on those ten-party 
lines serving customers on the fringe 
of their base rate areas. Also, many of 
you could probably enlarge your present 
base rate areas at little additional cost 
and it is suggested you might look into 
the matter when you return home. 


ee subscriber on a ten-party 
line who must endure long delays in 
either gaining access to the line or com- 
pleting his call or receiving incoming calls 
is not apt to place a very high value on 
his telephone service, Parks warned. That 
is the customer who is likely to discon- 
tinue his telephone service when he at- 
tempts to economize, as he probably never 
really received much value from that 
grade of telephone service. Poor telephone 
service with the inability to place a call 
when the need or an emergency arises is 
expensive telephone service, irrespective 
of the monthly rate, he stated. 

Besides the inconvenience of ten-party 
service to the customers on such lines and 
others who may be trying to contact 
parties on those lines, there are probably 
times when the company suffers loss of 
toll revenue because of inability to place 
calls, Parks continued. Although difficult 
to arrive at any estimate of the lost 
revenue, he said there is a possibility the 
use of customer toll dialing will increase 
this loss. ‘““With direct dialing, after the 
customer dials the desired number and 
continues to receive a busy signal he 
might decide the call wasn’t important or 
a letter would be quicker. Or the customer 
after failing to complete his call may re- 
quest the operator to make the call which 
would tend to offset some of the gains 
you expect to receive from the installa- 
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“WHAT COLORS HAVE YOU 


tion of customer toll dialing equipment.” 


— facet of this ten-party line 
problem, is the matter of the rela- 
tionship of that rate to the higher grades 
of telephone service. 


Parks said on this: 

I believe most of your rates have 
been set up with ten-party service equal 
to or even more than four-party service. 
This relationship has probably been in 
effect for years and perhaps in the 
days of magnetotelephone service it did 
represent some cost-of-service relation- 


AUGUST 14, 1958 


IN TELEPHONES?” 


ship. However, I question the ability of 
any of you to make a reasonably accu- 
rate cost-of-service study for any class 
or grade of service under today’s costs 
of supplying telephone service. In view 
of this inability to set rates on a-cost- 
of-service basis, I know most of you 
have set your rates on a value-of-service 
basis. There is verv little reason to 
disagree with that method, except with 
the relationship of four- and ten-party 
rates where it appears perhaps the latter 
grade of service should have a lower 
rate. I am not suggesting that any of 
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you immediately file new rates setting 
up a differential between four- and ten- 
party rates, but only suggest you might 
consider it if and when you make any 
adjustments in your rates. Certainly 
with four-party rates higher than ten- 
party rates it helps to offset the addi- 
tional cost of providing that service 
and I know most of your present ten- 
party subscribers will be glad to pay a 
somewhat higher rate if they can obtain 
a better grade of telephone service. 


Parks said he is well aware of the 
possibility that the industry may be ap- 
proaching the maximum level of prices for 
telephone service. This concern is not 
reserved exclusively for the telephone busi- 
ness but applies also to other utility 
operations. He called upon all those hav- 
ing to do with this problem to exert every 
effort so that utility services may be 
within the reach of all who desire them. 


HINGS are moving rapidly in the 

communications field, according to 
Charles M. Twelves, Pacific Telephone & 
Telegraph Company’s chief engineer in the 
Oregon area. Twelves reported great ad- 
vances in outside plant construction, in- 
cluding materials and methods, but despite 
the expansion of this medium through the 
use of cable carrier, he said the demands 
for interexchange facilities could not have 
been met if microwave radio had not come 
to the rescue. Now, even this medium is 
becoming crowded, he said. 

Great strides have been made in the 
field of switching equipment, but the 
opportunities for even more dramatic 
progress by the use of solid state elec- 
tronic systems are on the horizon. “The 
greater utilization of the high speed of 
electricity unchecked by the weight of 
moving parts is imminent,” Twelves said. 

Direct distance dialing (DDD), though 


in its infancy, is feeling the pressures for 
improvement in reliability and accuracy, 
Twelves continued. He explained that 
there are three major components in the 
DDD systems: the dial switching system, 
message accounting equipment, and the 
toll circuit network. While the first two 
involve appreciable outlays of capital, 
perhaps the biggest problem affecting the 
expansion of customer dialing is bolster- 
ing the toll circuit network to meet 
requirements imposed by subscribers ac- 
customed to almost no delay on the local 
switching systems. 

“Customer dialing of toll today is very 
spotty and limited in many cases to nearby 
points,” Twelves reported. “Nevertheless, 
comparison of the situation today in the 
Pacific Northwest, particularly from the 
standpoint of inward customer dialed toll 
calls, shows a rapid expansion in the next 
two years. Growth in the outward cus- 
tomer dialing of toll in the Pacific North- 
west is appreciable but not as impressive 
as the growth on inward DDD.” 

As was the case in conversion of local 
manual offices to dial operation, capital 
requirements for toll mechanization to 
permit customer dialing will be very large, 
Twelves said. He said toll mechanization, 
like local mechanization, musi be incor- 
porated in the construction program of 
future years, with proper consideration 
given to the other demands for man 
power, material, and capital. 


Soe telephone business is unique, or 
nearly so, in that 85 cents out of 
every dollar of operating expense goes to 
the people employed in rendering the serv- 
ice. Accordingly, the industry has a great- 
er obligation than almost any other indus- 
try to its customers and stockholders to 
obtain the utmost employee productivity 
at the lowest cost. This was the theme of 
L. Gray Beck, vice president and general 
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manager of West Coast Telephone Com- 
pany, in his address to the convention. 

“Subject to the modifications of human 
relations, we must analyze the people we 
hire as keenly as we evaluate the equip- 
ment we buy,” Beck said. ““We cannot 
junk defective equipment at will without 
sustaining a loss; and, similarly, we can- 
not so conduct our employee relations 
that we can retire immediately an em- 
ployee who fails to function adequately.” 


_ said that before a company hires 
anyone, it should know what he is 
like personally, what he has done, what he 
knows, what he wants to do, and what are 
his potentialities. 

Adequate tests should be made to im- 
prove selections, along the lines of mental 
ability, mechanical aptitude, dexterity and 
manipulative achievement, personality or 
temperament, interest, and visual skills. 
Such tests can be given by firms specializ- 
ing in this field, government agencies, or 
on a modified basis by the company per- 
sonnel department. The best test of all, 
he said, is the personal opinion of a 
competent and qualified interviewer. 


Beck cited Bureau of Labor statistics 
indicating that about 60 per cent of the 
employees in an industry like the tele- 
phone industry leave voluntarily for a 
variety of reasons just about the time they 
have gained the necessary experience and 
aptitude to be really useful. Because effi- 
ciency in the telephone business depends 
so greatly upon highly skilled men 
handling complicated equipment, the 
problem of turnover is of the first im- 
portance, he said. 


te seeps a period of rapid expansion 
and installation of complex equip- 
ment, the problem of finding replacements 
for skilled workers, associated with a long 
period of breaking in and adjustment, 
may prove to be the most costly item in 
the entire program, Beck continued. He 
said a large turnover may result in (1) 
higher insurance premiums, (2) higher 
training cost, (3) the necessity for many 
more people on the payroll, (4) lost pro- 
duction time and consequent delay in 
meeting scheduled dates, and (5) an in- 
crease in the cost of administration and 
accounting. 





Thoughts on Accelerated Depreciation 


Sue of the aspects of the problem of 
the treatment of accelerated deprecia- 
tion for rate-making purposes were dis- 
cussed by R. E. Larsen, director of 
utilities of the Idaho Public Utilities Com- 
mission, in a talk to the Mountain Pacific 
States Conference of Public Service Com- 
missions. The commissioner stated the 
basic problem like this: 


Should the restricted surplus or its 
equivalent in plant account, due to tax 
deferral arising out of accelerated 
amortization, be a part of the rate base 
for rate-making purposes? 
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He called attention to the confusion 
that exists in dealing with the effects of 
§§ 167 and 168 of the Internal Revenue 
Code. Section 167 provides for liberalized 
depreciation as well as the use of usual 
straight-line depreciation methods. Lib- 
eralized depreciation, he said, has the 
effect of allowing a greater deduction from 
gross income for depreciation during the 
early years of the life of a plant facility 
and a lesser deduction during the later 
years. Thus, if a liberalized depreciation 
method is used, present taxes are reduced 
more than what they would be if a 
straight-line depreciation procedure were 
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followed. In so far as public utilities are 
concerned, the amendment of August 22, 
1957, to § 168 eliminates its use since 
it is only applicable in the area of re- 
search for the Department of Defense and 
Atomic Energy Commission. 
Commissioner Larsen next took up the 
effects of § 167 in rate making and quoted 
from an article by C. P. Guercken that 
appeared in the August 2, 1956, issue of 
PusLic UTILITIES FORTNIGHTLY: 


... The real test of regulatory policy 
will come in the treatment of tax defer- 
rals for rate-making purposes—for that 
is the controlling factor. The normali- 
zation of taxes for accounting purposes 
merely controls the disposition of exist- 
ing income under existing rate levels. 
In rate making, depending whether 
actual or normalized taxes are used, the 
benefits of liberalized depreciation are 
given either outright to the ratepayer 
or temporarily retained by the utility. 


[; has been contended, Larsen stated, 
that a stockholder’s dividend, paid by a 
public utility where normalization of taxes 
is used, amounts to a partial return of 
capital. However, under § 305A of the 
Federal Power Act, it is “unlawful for 
any officer or director of any public 
utility . . . to participate in the making 
or paying of any dividends of such public 
utility from any funds properly included 
in capital account.” There is a need to 
separate the income tax concept of earn- 
ings and profits from the regulatory con- 
cept. Larsen declared that the effect of 
depreciation on rate making had been well 
summed up in the following quotation 
from the Harvard Law Review of April, 
1956: 


Depending on the manner in which 
it is used, liberalized depreciation can 
exert an influence on the level of rates 


in one or more distinct ways. If, in 
addition to determining the amount of 
federal income tax payable, liberalized 
depreciation is used in computing the 
federal tax expense allowed for pur- 
poses of rate making, it will, by 
decreasing the tax expense in early 
years, exert a downward pressure on 
rates and, by increasing tax expense 
in later years, exert an upward pressure 
on rates. 

On the other hand, if liberalized 
depreciation is used in the rate- 
making process to compute the de- 
preciation expense, the increased charge 
during early years will tend to raise 
rates while the decreased charge in later 
years will tend to reduce them. Finally, 
the reserve for depreciation accumulated 
by one of the liberalized methods will 
always be greater than the straight-line 
reserve, and consequently the rate base 
will always be lower. However, in a 
reproduction cost jurisdiction where the 
reserve for depreciation is computed by 
an engineering estimate, rather than by 
a mathematical depreciation technique, 
the rate base will not be affected. 


ke choices are open to regulatory 
commissions in dealing with rate prob- 
lems arising from applications of § 167, 
the commissioner explained. He said: 


. .. First, they may allow as expenses 
actual taxes paid and straight-line de- 
preciation. Second, they may allow as 
expense actual taxes and liberalized de- 
preciation. Third, they may allow as 
expense “normalized” taxes and 
straight-line depreciation, and fourth, 
technically, they could allow as expense, 
normalized taxes and liberalized depre- 
ciation. This fourth choice is, however, 
merely theoretical since “. . . the com- 
bined effects of higher depreciation and 
higher than actual taxes during the 
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early years of the asset would greatly 
reduce income and require so large an 
increase in rates as to make it unlikely 
that a public utility commission would 
adopt such a method.” 


— then went into the arguments pro 
and con as to whether the restricted 
surplus should be a part of the rate base 
for rate-making purposes or not. Pro- 
ponents contend, he says, that the clear 
intent of Congress was to permit all busi- 
nesses an incentive for plant construction 
and expansion to meet emergency needs 
and that the effect of such policy should 
not be negated by reducing the rate base 
by the amount of the reserve created as a 
balance sheet note from the resulting tax 
savings. 

Secondly, the proponents argue that the 
taxes are not forgiven, but merely de- 
ferred. With respect to liberalized depre- 
ciation under § 167, the situation may 
be somewhat different. It is interesting 
to note, however, Larsen said, the hold- 
ing of the Federal Power Commission in 
the Amere Gas Utilities Company case 
(15 PUR3d 339, 340) which states: 


It is clear that the charging of 
greater depreciation during the early 
life of property and the charging of less 
during the later life, operates to create 
a deferral of income taxes. The fact 
that there may be continuing additions 
to plant year by year with the re- 
sult that there will be a balance in 
the reserve account at all times in the 
foreseeable future, does not prove that 
there is no tax deferral. On the con- 
trary, it proves that there is a contin- 
uing tax deferral so long as additional 
facilities are being installed. This is 
precisely what Congress intended. 


Another reason, proponents for inclu- 
sion of the reserve in the rate base adduce, 
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is that to treat it differently would be to 
discriminate against future customers 
whose rates will be higher as a result of 
making present deductions from the rate 
base for the benefit of present customers. 


—_— should be based on actual ex- 
penses in the view of those who 
oppose inclusion of restricted surplus in 
the rate base for rate-making purposes, 
Larsen reported. They claim that nor- 
malization of taxes, which has long been 
established by regulatory commission ac- 
tion, should either be discontinued or 
there should be a deduction of the surplus 
from the rate base. 

The opponents’ second argument is that 
tax savings tend to be permanent since 
continuing plant additions have the effect 
of making a balance available at all times 
in the reserve account. And, thirdly, they 
point out that the operations of § 167 and 
§ 168 do not create an interest-free loan 
as contended by the proponents because no 
liability for repayment exists and that the 
congressional policy to create an interest- 
free loan for either additional working 
capital or for the purpose of further ex- 
panding plant facilities is not applicable 
in the public utility field because the price 
of the product is the cost of service. 

Here is how Larsen summarized the 
arguments presented by both sides: 


The proponents say that the reserve 
should not be deducted from the rate 
base since it does not represent a 
diminution in the fair value of the 
capital assets. The opponents, on the 
other hand, argue that since the funds 
made available through application of 
normalization of taxes will probably 
be used to obtain new assets, the new 
assets, in turn, will be includable in the 
rate base. However, if . . . the funds 
representing the reserve for deferred 
taxes have clearly not been invested in 
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assets comprising the rate base, as 
where the reserve is funded, the reserve 
should not be deducted, since if it is 
deducted, investors wil! be deprived of 
a return on capital which they have 
contributed. 


Oe way of resolving the problem with 
respect to § 167, Larsen stated, is 
along the lines applied by the Georgia 
Public Service Commission which ordered 
that 


1. Depreciation be accrued on the 
utility’s books by the straight-line 
method. 


2. Taxes be normalized and a charge 
made to income with concurrent credits 
to a reserve for deferred income taxes. 


3. After the depreciation period the 
reserve be credited to income in annual 
amounts. 


4. The charges to income during the 
period be allowed as expenses for rate- 
making purposes and the credits to in- 
come thereafter to reduce allowable 
expense and the reserve to be deducted 
or excluded from the rate base. 


Another potential solution, the com- 
missioner continued, is to disallow the 
normalization of taxes (City of Pitts- 
burgh v. Pennsylvania Public Utility 
Commission, supra). The NARUC favors 
a rate-making procedure using the 


straight-line method to compute depre- 
ciation expense, although liberalized de- 
preciation is used to calculate actual tax 
expense. (NARUC Committee on Depre- 
ciation, report, November 24, 1955, Pus- 
LIC UTILITIES FORTNIGHTLY, Vol. 56, 
No. 11, pp. 889, 890.) This solution 
does not upset the long-established rule 
of depreciation in the utility regulatory 
field, said Larsen, and yet seems to recog- 
nize that the policies of the Income Tax 
Act and the utility regulatory acts are 
different. However, any tax reduction 
deriving from the use of liberalized de- 
preciation in computing taxes is passed 
on to the consumers in the form of lower 
rates where actual taxes and straight-line 
depreciation are used. Thus little benefit 
accrues to the utility. 


HE commissioner concluded his re- 

marks by citing the dispassionate 
treatment of the problem achieved in the 
case of Oklahoma Natural Gas Company 
(12 PUR3d 293) where the Oklahoma 
Corporation Commission held that the 
tax saving realized from taking advantage 
of the liberalized depreciation allowed 
under § 167 was to be treated either as 
income or as a reserve, or both, in the 
discretion of management, exercising prin- 
ciples of good business practice, and that 
neither would accelerated depreciation be 
included in operating expense nor would 
it reduce the rate base. 





An Approach to Giant Power Legislation 


_ threat challenges the American 
system today, more serious than 
Soviet science. The first is the threat of 
Russia surpassing the United States in 
the field of giant power; the second threat 
is that the American consumer may be 
forced to submit to an all-embracing 
private power monopoly. These were the 


thoughts expressed by Leland Olds at an 
annual meeting of the American Public 
Power Association in New Orleans. He 
asserted that the Soviet Union is threat- 
ening to beat this country in the produc- 
tion of electric power. In a decade they 
will have hydro power capacity in excess 
of ours. He claimed that, even now, their 
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capacity is only 6.9 per cent less. This 
estimate is at variance with industry sta- 
tistics. 

Olds also claimed that the Russians 
are making great forward strides in high- 
voltage, long-distance transmission, too, 
opening the way for bulk delivery of 
power up to 1,000 miles. He added that 
all these forward steps are in the direction 
of full realization of giant power (by the 
Russians), and their total capacity has 
been expanding at about twice the rate 
of expansion here. 

Ebasco, Olds said, recently held a panel 
discussion in which experts made some 
projections for the electric utility industry 
up to year 1975. They foresaw : 


1. Generating capacity of 410 million 
kilowatts, grinding out 1,850 billion 
kilowatt-hours of energy. 

2. Larger boiler-turbine-generator- 
transformer combinations, ranging up 
to one million kilowatts, in a single unit. 

3. Hydro stations more usable as 
system loads and pooled operations in- 
crease. 

4. Higher voltage, double-circuit 
bulk power channels, overlaying exist- 
ing transmission facilities. 

5. Power systems largely, if not en- 
tirely, automatic. 


a calls this Ebasco report the first 
answer of America’s investor-owned 
power industry to meet Russia’s challenge 
in the field of giant power. 

But he questioned whether the people 
of the United States could be sure of the 
necessary achievement. He asked: “How 
can they meet the challenge without sub- 
mitting to domination by a giant private 
monopoly in the vital field of power, 
which now proposes to link itself with 
chemical and other industry for joint 
economies ?”” 
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Olds apparently fears the political and 
economic domination of giant private com- 
pany power, even more than the political 
and economic power of government mo- 
nopoly in such enterprise, such as in 
Russia. He maintained : 


This threat rests principally on the 
fact that communities choosing public 
or co-operative service in most parts of 
the country cannot individually provide 
the low-cost power supply now within 
reach of the combined private power 
industry. They are, therefore, in a poor 
bargaining position when they go to 
their potential competitors for power 
to carry their expanding loads. 


As Olds envisions the development of 
“giant power,” including supertransmis- 
sion grid, large hydro projects, and steam 
stations, the cost of electricity could be 
reduced to the point where electric utilities 
could establish follow-on rates of one cent 
per kilowatt-hour or less for all residential 
and farm use in excess of 500 kilowatt- 
hours per month. 

This situation, he insists, would impel 
utilities to promote intensively all-electric 
living, and residential use could easily 
soar to 24,000 kilowatt-hours per year by 
1970. Then the critical question that 
would face the American people, as well 
as community-owned nonprofit electric 
systems, would be, “What to do to pre- 
serve these advantages in the face of 
developments in which the private power 
companies are moving in, and the federal 
government is moving out of the giant 
power business?” To Olds the answer is 
plain enough—more government respon- 
sibility. 


gaan by the Congress and vari- 
ous state legislatures is the way to 
get a sound answer to this question, Olds 
asserted. It may interest the reader to 
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note the three possible legal approaches 
to the solution which Olds compared: 


The first approach would essentially 
leave the initiative and ownership of the 
giant power of the future to the private 
power companies, except that the Ten- 
nessee Valley Authority and Bonneville 
power systems would be supported as 
federal giant power systems for their 
respective regions, performing their 
“yardstick” function... . 

The second approach would place the 
initiative and ownership for giant 
power in the hands of the federal gov- 
eMmmment. .. . 

The third approach is traditional 
American-mixed ownership approach. 
It would place responsibility for plan- 
ning and co-ordinating the nation’s 
future power supply in a federal com- 
mission and provide for federal owner- 
ship of the regional supertransmission 
systems, as well as management control 
of the giant power pools. .. . 


Olds said that the third approach would 
conform more nearly with the setup of 
the Bonneville Power Administration, ex- 
tending it to other regions, but giving the 
federal wholesale power systems more 
positive roles in meeting the expanding 


power requirements of their respective 
regions. 


oho approach, he maintained, merits 
careful study. It would retain diver- 
sity of ownership of the steam-generating 
capacity, provided nonfederal power 
agencies stood ready to construct the 
power stations required by the regional 
long-range plan. The steam stations might 
be constructed by privately owned util- 
ities, or by jointly owned power supply 
systems established by public or co-opera- 
tive undertakings, or by generating com- 
pany-industrial combinations for full 
utilization of all the values in coal or oil. 
Subtransmission and distribution facilities 
would, of course, be locally owned. Future 
hydroelectric development would be rec- 
ognized as an integral part of federal 
multiple-purpose river basin programs, but 
would be planned and undertaken to fit 
in with regional power supply plans. 

With the age of giant power upon us, 
Olds said, we must assure the American 
people of the full benefits of electricity. 
We must extend government responsi- 
bility for wholesale power supply and thus 
prevent private monopoly from eliminat- 
ing municipal and co-operative competi- 
tion from the power field. 





Notes on Recent Publications 


Tue Atomic Industrial Forum has recently 
published a survey containing a state-by- 
state cumulative summary of the regula- 
tory and developmental actions by state 
legislatures and executive agencies affect- 
ing atomic energy. The survey includes 
references to such actions by municipali- 
ties and related activities of the Atomic 
Energy Commission and various national 
and regional organizations. 

The survey lists three “model” state 
atomic energy laws, two “model” radia- 
tion protection laws, and three “model” 
radiation protection codes. Among other 
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facts reported in the 44-page book, the 
survey indicates that seven states have 
adopted comprehensive radiation protec- 
tion codes, and 30 states have established 
committees to study or advise on atomic 
energy or on radiation protection. A se- 
lected chronological bibliography on the 
role of the states in atomic energy de- 
velopment is included. The book, entitled 
“State Activities in Atomic Energy,” is 
available at the single copy price of $3 
from the publications department, Atom- 
ic Industrial Forum, 3 East 54th street, 
New York 22, New York. 
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USITA Management Course 


A intensive four-week management de- 
velopment program for executives 
of independent telephone companies has 
recently been completed at the University 
of Kansas (July 14th-August 9th). The 
program was planned by the personnel 
committee of the United States Independ- 
ent Telephone Association and the Kansas 
University School of Business. 

“The objective is to help these execu- 
tives to do a more effective job in their 
current positions and to help them prepare 
for more challenging administrative re- 
sponsibilities,” said Dr. James R. Surface, 
dean of the School of Business and direc- 
tor of the program. Dean Surface had 
extensive experience with management 
development programs in this country and 
Canada while he was a member of the 
Harvard University faculty. Instruction, 
in which the case method technique pre- 
dominates, included the functions of ad- 
ministration, the American business cli- 
mate, and rate regulation. Class schedules 
began at 8.10 a.m. and continued through 
the evening study period to 10.30 p.m. 
Even the luncheon and dinner periods 
were devoted to related, although more 
informal, instruction. 

The faculty included A. J. G. Priest, 
professor of law at the University of Vir- 
ginia and a leading expert on public utility 
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The March of 
Events 


law ; Professor Walter F. Freese, Harvard 
Graduate School of Business; and from 
the Kansas University faculty, Edward 
G. Nelson, Frank S. Prinet, Charles B. 
Saunders, Bertram L. Trillich, Jr., and 
Richard H. Lashley, assistant director of 
the program. 


Atomic Power Predictions 


__pmnicenan eat 0 on nuclear energy 
are numerous these days and subject to 
careful scrutiny. Projecting the known 
facts into the future is what the National 
Planning Association of Washington, 
D. C., has done in a recent study. 

Entitled “Nuclear Energy and the U. S. 
Fuel Economy—1955-1980,” it predicts 
that by 1980 nuclear energy will be pro- 
ducing 10 per cent of the nation’s power 
needs. This projection is based partly on 
the assumption that costs of nuclear pow- 
er will be reduced considerably and that 
fossil fuels will increase in cost 15 to 20 
per cent. 

One of the suggestions contained in the 
study is that as a means of lessening U. S. 
dependence on Mideast oil, we should seek 
methods of developing synthetic oils, solar 
energy, and controlled thermo-nuclear re- 
actions. Attention is called to the fact that 
New England, upper Midwest, and Flor- 
ida will probably utilize the lion’s share 
of nuclear power in the future. 
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California 


Saline Water Study 


piesa and the federal govern- 
ment have pooled resources in a study 
to determine the feasibility of converting 
sea water into fresh water by the use of 
atomic energy. Senator William Know- 
land (Republican, California) has an- 
nounced that the Interior Department 
awarded a $100,000 contract for the re- 
search to the Fluor Corporation of Whit- 
tier, California. 


California will bear $40,000 of the cost. 

The company will make studies to as- 
certain whether a nuclear reactor can sup- 
ply heat to produce 10 to 20 million gal- 
lons of salt-free water per day and do it 
at an economically practical cost. Senator 
Knowland, realizing the importance of ad- 
vances in the vital water development field, 
is highly enthusiastic over the possibilities 
implicit in this new saline water experi- 
ment. 


District of Columbia 


Gas Return Boosted 
E bs public utilities commission has 
granted the Washington Gas Light 
Company a 5.3 per cent increase in its 
rates, which is 3.5 per cent less than the 
amount sought by the company in its ap- 
plication filed in January. 


The rate of return was upped, however, 
from 5.28 per cent to a return which will 
range between 6.3 per cent and 6.45 per 
cent. The commission concluded from 
the facts presented that this amount of 


return was necessary for the company in 
order to attract investors and continue to 
grow. The PUC ruling pointed out that 
the costs in every phase of the company’s 
business had risen sharply since 1953, the 
year of the last general increase. 

Washington Gas Light Company serves 
a metropolitan area of about 1.8 million 
customers through some 360,000 gas 
meters, covering parts of Maryland and 
Virginia as well as the District of Co- 
lumbia. 


Florida 


~ Court Rules Higher Rates 
Stull in Effect 


HE Leon county, Florida, circuit court 

has ruled that an order of the Florida 
Railroad and Utilities Commission grant- 
ing the Southeastern Telephone Company 
a rate increase under bond is still in effect, 
despite a later order by the commission 
which sought to vacate the original order 
by a 2-to-1 margin. Judge Hugh M. Tay- 
lor ruled that the Southeastern Company 
is entitled to continue charging present 
rates until the commission, acting under 
the Constitution and laws of the state, 
makes a change. He declared that the sec- 


ond order, seeking to vacate the first, was 
issued without notice to the company, or 
a hearing. 

At the same time, Judge Taylor denied 
a motion by the commission to dissolve a 
temporary injunction issued by the court 
May 30th restraining the vacating order. 
Continuance of the injunction, he ruled, 
is without prejudice to the commission’s 
right to hold a hearing on fixing temporary 
rates, and to set any new rates it finds to 
be reasonable. “Upon the fixing of tem- 
porary rates by the commission after a 
hearing, the temporary injunction entered 
in this cause shall stand dissolved,” he 
held. 
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Illinois 


Atomic Power Line 
ERMISSION to transmit atomic power 
has been sought by the Commonwealth 

Edison Company of Chicago. In its peti- 
tion to the Illinois Commerce Commis- 
sion, the company asked for authority to 
erect a $1,610,000 high-tension line be- 
tween its Dresden atomic power plant near 
Morris, Grundy county, to McCook, a 
village west of Chicago. 


The new line would carry 138,000 volts 
of electrical energy generated by the 
atomic plant and would be 44 miles long. 
Commonwealth Edison would like to be- 
gin construction in August of 1959 and 
to complete it by the summer of 1960. 
The power plant that is being built by 
General Electric for the company is a $45 
million project and its completion is also 
expected around the middle of 1960. 


Indiana 


Co-op Refuses Service 


owt test case of the constitutionality 
of the “join or else” rule of utility co- 
ops is shaping up over refusal of a fed- 
erally financed telephone co-operative in 
northern Indiana to serve nonmembers. 

The public service commission is to hold 
a hearing on behalf of a dozen families 
without phones because they will not join 
the co-op. 

The state public counselor charged 
that the Pulaski-White Rural Telephone 


Co-operative’s failure to serve nonmem- 
bers violates both federal and state con- 
stitutions. 

Requirement to become a co-op stock- 
holder-member is payment of $20. The 
families who have had telephone service 
withheld adamantly refuse to pay this sum 
and can see no reason why they should be 
forced to join the co-operative. The hear- 
ing to determine the issue involved was 
arranged by Commission Chairman John 
W. Van Ness. 


Kentucky 


Tax-saving Decision 

ene firms may save considerable 

taxes if a court ruling made by Frank- 
lin Circuit Judge W. B. Ardery is sus- 
tained in the court of appeals. The judge’s 
ruling knocked out a long-standing state 
practice of assessing franchise corpora- 
tions. 

He held that the Tax Commission may 
classify property into two broad cate- 
gories—tangible property and intangible 
property. And each may be treated dif- 
ferently for tax purposes. But, the judge 
declared, within each classification, the 
constituent properties may not receive sep- 
arate treatment or the whole idea of uni- 
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formity demanded by the Constitution is 
destroyed. 

The judge made this ruling in a law- 
suit brought against the Kentucky Tax 
Commission by Texas Eastern Transmis- 
sion Corporation, a natural gas pipeline. 
The company, along with four other gas 
pipeline firms, protested their franchise 
valuations for 1957 taxes, saying they 
were discriminatory at 61 per cent and not 
in keeping with statewide average assess- 
ments of 31 per cent on real estate and 
like property. The ruling may have an 
effect on the tax valuations of other fran- 
chise corporations, including electric, gas, 
and telephone utilities. 
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Louisiana 


New Tax Angle | 


N the New Orleans council an ordinance 
has been introduced which would im- 
pose use franchise taxes on the gross re- 
ceipts of New Orleans Public Service 
Company Inc., which are derived from the 
sale of electricity and gas and transit op- 
erations. 
The ordinance, if enacted, would put 
a 2 per cent tax on electricity, a 2 per cent 
tax on gas, and a one-half per cent tax 
on transit. It carries with it provisions 


for elimination of certain other revenues 
which the city presently derives from the 
utility company. However, according to 
Mayor deLesseps S. Morrison, the new 
legislation is calculated to produce an in- 
crease of $367,000 in revenues for the 
city of New Orleans. 

Another ordinance introduced in the 
city council was one that would place a 2 
per cent tax on receipts from the sale of 
electricity in Algiers of Louisiana Power 
& Light Company. 


Michigan 


Gas Heating Expands 
pene ie Power Company of Jack- 
son, Michigan, hopes to provide 30,- 
000 prospective customers with space 
heating this coming winter. Authority to 
connect space heaters for this many fami- 
lies was given by the commission. 

The company plans to serve those on 
the waiting list on the basis of connecting 
those applicants first who have been wait- 
ing longest. Consumers provides gas in 


286 communities with the heaviest con- 
centration of service in the Wayne-Oak- 
land-Macomb county area. 

PSC Chairman Otis Smith said the 
commission had reached no decision on a 
separate and related question of whether 
it should withdraw entirely from the field 
of setting restrictions on gas heating. Dur- 
ing the shortage of gas for space heating 
which followed World War II, the com- 
mission had started to regulate service. 


West Virginia 


Municipal Plant Regulation 
Resisted 


UNICIPALLY owned utilities should 
not be subjected to the same set of 
public service commission rules that gov- 
ern investor-owned utilities, is the opinion 
of the city of Wheeling, as stated by its 
solicitor. The city contended, at a recent 
hearing by the West Virginia legislature’s 
joint committee on government and fi- 
nance and the State Commission on Inter- 
state Co-operation, that local bodies could 
exercise adequate control over municipal 
utilities. 
Similar views were expressed by the 


city manager of Huntington, who said 
local political pressures are sufficient to 
maintain reasonable rates. 

However, the mayor of Little West- 
over in Monongalia county advocated 
continued state agency control over rates 
of public utilities operated by municipali- 
ties. He declared that the commission is 
“the only body we can turn to for ad- 
vice” and that the local community does 
not have the money to hire rate analysts, 
accountants, and engineers. Another 
mayor said that technical people retained 
by municipalities were doing the work 
that properly should be done by the public 
service commission. 


a 
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Trends and Topics 


Expense Allowance for Benefits Supplementing Wages 


igneae utility companies, like other employers, cannot evade what are called 
“fringe benefits,” sometimes resulting from negotiations with labor unions 
and other times granted voluntarily as an aid to good labor relations. The 
expense of such benefits would seem to be allowable as an operating expense 
to the extent that an expenditure is reasonable and incurred for the purpose 
of obtaining and retaining capable employees. The cost of pension plans, as a 
supplement to salaries and wages, is discussed in PusLic UTILITIES Fort- 
NIGHTLY, January 3, 1957, at page 57. Other supplementary benefits may 
relate to bonuses and plans for purchase of securities. 


Approval of Cost of Thrift Plan 


The West Virginia commission, in fixing rates for Hope Natural Gas Com- 
pany (23 PUR3d 594), considered a contention that contributions to a thrift 
plan were too far removed from the status of reasonable operating expense to 
be considered in the cost of service. The thrift plan called for contributions of 
the company to match savings by an employee of not to exceed 10 per cent 
of his salary or wages. The company would contribute one-half of the amount 
put in the savings plan by its employee to a maximum of 5 per cent of his 
salary. These funds might be invested for the employee or might be withdrawn 
annually. 

The commission believed that the cost of the thrift plan should not be elimi- 
nated from the cost of service. Provisions of this sort, it was said, are commonly 
made in collective bargaining agreements between employees and employers in 
all parts of the United States, and are a recognized form of providing compen- 
sation for employees. This plan had resulted from a collective bargaining 
agreement. 

The state commission said it was not such an unusual method of com- 
pensating employees or so unreasonable as to authorize the commission to 


decline to consider it as an expense. 
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Bonus to Aid in Purchase of Securities 


The Missouri commission approved the elimination of bonus payments from 
operating expenses when they were contingent upon the purchase of securities 
of an affiliated company by employees. The company had charged them to 
operating expenses on the theory that bonuses and benefit payments to em- 
ployees in reality constitute additional remuneration for services rendered. 

A statement by the commission’s accounting department expressed the 
opinion that ordinary bonus and benefit payments designed to promote effi- 
ciency are properly chargeable to operating expenses. In this case, however, 
the payments were contingent upon the purchase of securities, and while all the 
company’s employees were eligible to participate in the benefits, they could 
actually participate only by purchasing the securities of the related company, 
which derived “benefit to itself by reason of these arrangements.” It was 
enabled to dispose of substantial blocks of securities without payment of com- 
missions and other expenses (10 PUR NS 302, 317). The commission ex- 
pressed similar views in a later proceeding (14 PUR NS 113, 140). 

The New York commission disallowed as an operating expense the amount 
of a deduction from employees’ pay for the purpose of paying for subscriptions 
to bonds of an affiliated company, under an investment plan which appeared 
to be involuntary. Under this plan the companies in a holding company system 
had adopted the practice of having employees contribute approximately 10 per 
cent of their salaries or wages for the purpose of paying for subscriptions to 
bonds of the Utilities Employees Securities Corporation, the operating com- 
panies paying one-third of the amount paid by the employees (22 PUR NS 99, 
106). 

Bonus Plan Related to Dividends 


In a proceeding before the Pennsylvania commission there was a criticism 
that a 77-cent hourly maximum wage was not entirely “in law a wage.” The 
commission first concluded that the wages paid were not unreasonable or 
excessive, and then considered the “legal question” as to a contingent payment 
limited to 10 per cent of the base wage and designated a “wage dividend.” This 
was payable “only after payment of the current dividend to stockholders.” The 
company had treated this wage dividend precisely like other wage payments— 
as an operating expense. 
~ The commission concluded that there was no basis for disallowing any 
portion of the wages. The 77-cent wage was an absolute commitment by the 
company to the men, and it was paid entirely to them or to their trustees and 
could not be diverted from their ultimate use and benefit. Part of the resulting 
total wages was, by the men’s direction, paid to trustees designated by them 
and invested in the stock of the company, but the commission said this did not 
render such payments any the less a wage (PUR1926B 385, 397). 

The Wisconsin commission, in a decision rendered in 1918, said there was 
a question as to the propriety of including in the basic figures, in connection 
with an application for authority to increase rates, a bonus paid to officers of 
the corporation. The commission said that, as it understood the bonus policy, 
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it was closely associated with the company’s dividend situation, and, if so, 
these bonuses, if paid, should be contributed by stockholders and not constitute 
operating expenses. They were therefore excluded (PURI1918E 1, 55). 

An electric company, in a rate proceeding before the New York commission, 
back in 1916, asked that it be allowed to include in cost of service an amount 
which it had been treating as a charge against surplus for “appropriations to 
employees for faithful and efficient service.” These expenditures stood for pay- 
ment to an investment fund for the benefit of employees under a profit-sharing 
plan. The amount disbursed was dependent upon the rate of dividends paid by 
the company. The commission said that if allowance was made for this item 
in operating expenses it should be done only with the understanding that such 
payments would continue at the present rate regardless of the effect of a rate 
revision on dividends (PUR1917A 364, 404). 


Wages Related to Revenues 


In a rate proceeding before the New York commission it appeared that a 
transit company and a union representing employees had in effect a bonus plan 
as approved by the War Labor Board and the Director of Economic Stabiliza- 
tion. The bonus attempted to compensate the company employees for increased 
and unusual wartime work load. The formula related wages to increased reve- 
nues as indicating increased productivity. The commission said that it could 
not become involved in any wage agreements or negotiations with the War 
Labor Board, nor be restricted in applying the standards fixed by law for 
reasonable rates. It was not reasonable that an arbitrary formula for computing 
the additional compensation should be used to prevent a just reduction in rates 
of fare paid by the public. 

The commission allowed as an operating expense the full cost of the bonus 
estimated by the company’s comptroller. There was testimony that the bonus 
plan approved by the National War Labor Board was granted on the condition 
that the company would not use this bonus for an application for a fare increase 
or to resist an otherwise justifiable fare decrease (59 PUR NS 170, 179). 





Review of Current Cases 


Rate Classifications Rather than Rate Level Challenged 


oston Epison Company has been mate amount of a wage increase granted 


granted a rate increase of $2,288,000 
a year by the Massachusetts department. 
The company serves the Boston area. The 
new rates were calculated to produce a 
return of 5.53 per cent. They would also 
enable the company to recoup the approxi- 
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last year. 
Rate Classifications 


The principal questions litigated in this 
case dealt with the reasonableness of the 
various rate classifications rather than 
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with the general level of rates. Generally 
speaking, the protests were of two types: 
first, that some particular rate was too 
high; and, second, that a consumer was 
improperly excluded from being served 
under a schedule providing for a lower 
rate. Underlying these protests was the 
argument that the company had the bur- 
den of proving that the classifications pro- 
posed by it were reasonable and that such 
burden required the submission of de- 
tailed cost studies. 

Normally the department leaves to the 
discretion of management the task of 
establishing a rate structure, as distinct 
from a rate level, unless it determines that 
unreasonable discrimination exists. Ordi- 
narily a company gains no advantage by 
placing an undue burden on some of its 
customers to the benefit of others. On the 
other hand, through its intimate knowl- 
edge of its own business a company can 
be reasonably expected to establish a rate 
structure which will achieve the level of 
earnings to which it is entitled and pro- 
mote a steady growth of the type which 
will in the long run benefit its customers. 


Managerial Matters 


An additional reason given for leaving 
the matter of rate classification to the 
company’s management, is that rate mak- 
ing is still far from being a science. Al- 
though cost studies may be useful, and in 
some instances necessary, they contain no 
magic formula, said the commission. In 
fact, it said, in the present case the source 
of most of the controversy was whether 
the theory of “peak responsibility” or 
“incremental cost” is a proper one for 
rate making. 

The commission noted that rates are 
ultimately based on judgments as to how 
costs are to be allocated, but that they 
should not exclude consideration of the 
promotional, competitive, and other as- 
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pects of a utility business. Agreeing that 
the company has a burden of proving that 
the classifications and schedules are rea- 
sonable, the department concluded that 
the company had sustained that burden. 


Rates for Department Stores 


Two customers, Jordan Marsh Com- 
pany and William Filene’s Sons Com- 
pany, argued that they were unreasonably 
excluded from obtaining service under a 
wholesale power rate. Much of the testi- 
mony dealt with the form of availability 
clause and the computation of the demand 
charge. Edison admitted that these as- 
pects of the clause had no particular valid- 
ity but were used for the express purpose 
of excluding customers with large light- 
ing loads. This exclusion in turn was 
based on the theory that certain customers 
have load characteristics which result in 
their contributing more heavily than 
others to the Edison peak. 

The company claimed that such cus- 
tomers, therefore, are relatively more re- 
sponsible for creating the need for addi- 
tional capacity and accordingly should be 
made to bear a greater share of its cost 
than other customers whose load charac- 
teristics do not contribute as heavily to 
the company’s peak. 

The commission found that the com- 
pany still has significant peaks and val- 
leys in its curves and that its peak load 
occurred between 5 P.M. and 6 P.M. in 
December at a time when the use of de- 
partment stores is still high, but when the 
use by industrial customers has fallen 
sharply. Under these circumstances, it 
held that the classification was reasonable. 


Cost Studies 


It was argued that the company had 
failed in its burden of proof because of 
its failure to submit detailed cost studies 
justifying its rate classifications. The de- 
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partment said that the argument, in effect, 
asked it to find that a company must in 
every rate case submit such studies. This, 
it said, would be a radical departure from 
its procedure in the past. 

It did subscribe to the view that as a 
general proposition rates should be re- 
lated to costs, however. It was satisfied 
that the rates in this case were in accord- 
ance with this general principle. For ex- 
ample, it held that the classifications re- 
flected the fact that customers with high 
load factors are more economical to serve 
than those with low load factors. It 


pointed out that the theory of incremental 
cost is itself a cost factor. 

The department held that, within rea- 
sonable limits, the company must be per- 
mitted to promote usage which will tend 
to reduce average costs and to recognize 
competition factors. To this extent, it 
said, the value-of-service criterion may be 
used. It refused to find, as some of the 
customers argued, that there was in this 
case a complete departure from the cost- 
of-service basis of rate making in favor 
of a value-of-service basis. Re Boston 
Edison Co. DPU 12319, May 16, 1958. 


Telephone Company Gets Second Rate Increase 


pene Bett TELEPHONE Com- 
PANY, in a rehearing proceeding fol- 
lowing a rate increase in mid-1957 (20 
PUR3d 397), won authority from the 
Michigan commission to increase rates 
again. In the original proceeding the com- 
pany sought additional revenues of $12.5 
million, of which it was granted $2,835,- 
000 based on telephones in service in 
mid-1956. A rate of return of 6.6 per cent 
was allowed at that time on an investment 
rate base. 

Now the company has been authorized 
to increase its revenues by an additional 
$2,212,000 on the basis of telephones in 
service in mid-1957. Although the com- 
mission noted that there have been sig- 
nificant changes both upward and down- 
ward in the cost of capital since the 
previous order, it reaffirmed 6.6 per cent 
as a reasonable return. 

The commission adopted a rate base 
composed of plant in service, plant under 
construction, and telephone property held 


for future use, less depreciation reserve. 
No allowance was made for working capi- 
tal or for American Telephone and Tele- 
graph Company’s investment in rendering 
license contract services. 


Operating Expenses 


Disallowed were charitable contribu- 
tions and membership dues in service 
clubs, along with an overaccrual for un- 
collectible accounts. For items such as the 
last, said the commission, actual experi- 
ence should be used rather than accruals 
based on estimates. 


The commission adjusted charges of an 
affiliate for materials, equipment, and 
services and allowed the actual fee paid 
to the parent company for license contract 
services, rather than an allocated amount. 
The federal income tax was adjusted to 
reflect the adoption of a 40 per cent debt 
ratio. Re Michigan Bell Teleph. Co. T- 
252-58.23, June 26, 1958. 


Treatment of Regulatory Expense Prescribed 


which would produce a return of 5.35 
per cent on a fair value rate base, pre- 


HE Illinois commission, in granting 
a water company increased rates 
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scribed the manner of treating regulatory 
expense. The cost of the proceeding and 
of a present original cost study was to be 
entered on the books of the company as 
a deferred debit and the appropriate cred- 
its to the account were to be made to 
reflect decreased income tax liability aris- 
ing from the use of the account as a 
deduction against taxable income. The 
net sum remaining in the deferred-debit 
account was to be credited with an 
amount equal to an annual charge not in 
excess of a certain amount against net 
utility operating income until fully amor- 
tized. 


Economic Depreciation 


A company witness had presented testi- 
mony to demonstrate that because of the 
constantly increasing cost of the various 


items of utility plant, an allowance for 
depreciation based upon the original cost 
of plant in service was wholly insufficient 
to provide funds for the replacement of 
such items at the expiration of their use- 
ful life. 

Unless an allowance for depreciation 
were based upon reproduction cost, the 
witness claimed, the capital of the utility 
would necessarily be impaired at the 
time it became necessary to make such 
replacements. 

The commission was of the opinion 
that, for the purposes of the instant case, 
in determining rates for the company’s 
service, a depreciation rate of 14 per cent 
upon the original cost of depreciable prop- 
erty therein employed was fair and rea- 
sonable. Re Northern Illinois Water 
Corp. No. 44393, May 7, 1958. 


FPC Certification of Gas Sale without Price Condition 
Set Aside for Lack of Supporting Rate Evidence 


pipeline company, supported the produc- 
ers’ applications. 


HE United States court of appeals 
set aside an order of the Federal 
Power Commission which granted certifi- 
cates, without price conditions, for the 
sale of gas from the Gulf of Mexico at an 
initial contract price of 22.4 cents per 
Mcf, even though the commission had 
previously found that the evidence was 
insufficient to show that the public con- 
venience and necessity required the sale 
at that price. The case was remanded to 
the commission for further proceedings 
in conformity with the decision. 
Certificates for the sale, which was the 
first sale from new fields in the Gulf of 
Mexico, were granted to four independent 
producers, Cities Service Production 
Company, The Atlantic Refining Com- 
pany, Tidewater Oil Company, and Conti- 
nental Oil Company. Tennessee Gas 
Transmission Company, the purchasing 


Rate Condition Necessary 


The commission’s first order directed 
the issuance of temporary certificates but 
remanded the case to the examiner to de- 
termine initial rates that would accord 
with the public convenience and necessity. 
Observing that the proposed sale was one 
of extreme importance both as to the 
initial rate and as to the enormous volume 
of gas to be sold, the commission ex- 
pressly stated that it should not be per- 
manently certificated unless the rate level 
were shown to be in the public interest. 
The applicants complained that the eco- 
nomic risk involved would foreclose their 
acceptance of temporary certificates, but 
they offered no further evidence as to the 
reasonableness of the contract price. 
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The commission’s second order recog- 
nized that “the record does not contain 
sufficient evidence on which to base a 
finding that the public convenience and 
necessity require the sale of the gas at 
that particular rate level.” The commis- 
sion decided to issue permanent certifi- 
cates conditioned upon an initial rate of 
18 cents, permitting the producers to file 
for a rate increase to 22.4 cents to be 
effective one day after commencement of 
deliveries. Thus consumers would not be 
left to the cumbersome procedure of a 
proceeding under § 5 of the Natural Gas 
Act, where the burden would be on the 
commission to prove the rates unreason- 
able and where there are no provisions for 
refunds. 

At this point the producers indicated 
that unless they received certificates not 
conditioned with objectionable initial 


rates, they would terminate the contracts, 


with the effect of withholding the gas 
from the interstate market. No further 
evidence was added to the record. 

The commission, under those circum- 
stances, issued permanent certificates 
without any price condition. Commis- 
sioner Connole dissented. 


The Fundamental Question 


Distributing company customers of 
Tennessee Gas, together with the New 
York commission, petitioners for review, 
contended that the commission committed 
error in dispensing with the element of 
price because of the threat of the produc- 
ers to withhold the gas from interstate 
commerce, after two previous determina- 
tions by the commission that the sale 
should not be certificated without evi- 
dence that the initial rate was reasonable. 

The court conceived of the question as 
a more fundamental one going to the 
statutory jurisdiction of the commission. 
“Tt is whether the commission has au- 
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thority to consider an application for a 
certificate under § 7 (e) where the terms 
of the application limit the scope of the 
inquiry which the commission is required 
to make for a determination of public con- 
venience and necessity.” 


No Jurisdiction in Limited Inquiry 


Section 7 (e) empowers the commis- 
sion to attach rate conditions to certifi- 
cates. The court expressed the view that 
Congress intended to give the commission 
full scope in scrutinizing the rate structure 
proposed in passing on the issuance of a 
certificate. Expressly not decided, how- 
ever, was the question of whether the 
commission must fix the initial rate when 
its inquiry demonstrates that there is a 
substantial question of the reasonableness 
of the initial rate. 

Under the Natural Gas Act the com- 
mission alone has the power to determine 
the issue of public convenience and neces- 
sity, the court indicated, and the commis- 
sion alone is entrusted with determining 
the scope of its inquiry necessary to arrive 
at the decision of whether to issue a cer- 
tificate. It has recognized that the element 
of price is an important consideration in 
that decision, particularly in the instant 
proceeding. Said the court: 

“Congress has not given the commis- 
sion power to inquire into the issue of 
public convenience and necessity where, 
as here, the applicant circumscribes the 
scope of that inquiry by attaching a con- 
dition to its application requiring the 
commission to forego the consideration 
of an element which may be necessary in 
the formulation of its judgment. Other- 
wise stated, the commission has not been 
endowed by Congress with jurisdiction to 
conduct a limited inquiry.” 

Furthermore, the court continued, the 
applicant must be willing to perform the 
services proposed and conform to the pro- 





PROGRESS OF REGULATION 


visions of the statute. The action of the 
applicants in this proceeding in curtailing 
the decision-making power of the com- 
mission demonstrated their unwillingness 
to conform to the provisions of the act. 


This in itself, said the court, would re- 
quire that the applications be denied. New 
York Pub. Service Commission v. Federal 
Power Commission, Nos. 12,401, 12,403, 
June 30, 1958. 


FPC Decides Cost-of-service Issues Preliminary to 
Later Gas Rate Refund Determination 


Ww some modifications, the Federal 
Power Commission adopted a pre- 
siding examiner’s decision which held that 
rates put in effect by Colorado Interstate 
Gas Company between January 1, 1954, 
and June 30, 1957, were excessive. The 
rates, proposed in two filings and seeking 
a total increase of almost $20 million, 
were subject to a corporate undertaking 
to refund any amounts found to be ex- 
cessive. The examiner decided that the 
rates thus made effective for 1954 were 
$3 million too high per year and that 
those for the rest of the 34-year period 
were excessive by somewhat more than 
$15 million annually. 

While the commission determined the 
principal substantive issues affecting the 
cost of service, it deferred an actual deter- 
mination of the rates and the refund until 
additional evidence on cost of service 
could be considered. 

The commission upheld the examiner’s 
determination that a rate of return of 6 
per cent was reasonable for the closed-in 
period, noting that it would provide an 
ample return of 12.41 per cent on com- 
mon equity. The determination was based 
on capitalization ratios of approximately 
68 per cent debt (assuming the refinanc- 
ing of $25 million of 3 per cent notes at 
43 per cent), 94 per cent preferred stock, 
and 223 per cent common stock. It was 
noted that the company had recently sold 
common stock at an earnings-offering- 
price ratio of 7 per cent. 


Filings Not Foreclosed by Prior Case 


An intervener asked the commission to 
dismiss the consolidated rate proceedings. 
It asserted that the commission had de- 
termined reasonable rates for Colorado 
Interstate in an earlier docket under § 5 
of the Natural Gas Act and that the com- 
pany could not now file a rate change 
under § 4 in derogation of the previous 
rate order. Any change must be sought 
under § 5, it was said. 

Although there may be occasions when 
rate filings should be rejected as in dero- 
gation of immediately preceding rate or- 
ders, said the commission, this was not 
such a situation. The previous order was 
issued in August, 1952, and the filings in 
the instant proceedings were made in Sep- 
tember, 1953, and July, 1954. In a period 
of over a year, the cost of service could 
have changed so as to justify the new 
filings. Furthermore, in the earlier pro- 
ceeding, the commission ordered a filing 
of rates, rather than to have merely pre- 
scribed them, so that the filing in the 
instant proceeding to change the previ- 
ously filed rate came within the literal 
terms of § 4 (d). 


Effect of Mobile and Memphis Cases 


Interveners also urged the commission 
to dismiss the proceedings on the basis of 
the Mobile and Memphis cases (12 
PUR3d 112 and 21 PUR3d 209), con- 
tending that since there had been no cus- 
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tomer consent to the requested rate in- 
crease, the proceedings must be dismissed 
and all increases collected must be re- 
funded. Actually, the service agreements 
provided for payment according to the 
seller’s filed rate schedule “or any super- 
seding rate schedule.” 

The commission expressed the view 
that the agreement granted Colorado 
Interstate the right to seek increases in 
rates, so that the Mobile case did not 
apply. It recognized, however, that the 
court of appeals took a contrary view in 
the Memphis case, holding that even 
where the customer agreed to rate change 
filings, he must also agree to each specific 
rate increase or the filing must be re- 
jected. This, said the commission, gives 
no effect to the act of filing under § 4 (d), 
which, properly interpreted, is the initia- 
tion of a new rate which may be allowed 
or suspended at the end of the notice 


period. The commission indicated that it 
would continue to accept changes in rate 
schedules for filing and processing unless 
the Memphis case, now before the Su- 
preme Court, is determined adversely to 
its position. 


Limited Reopening Permitted 


Asserting that it would earn less than 
a fair return during the 1954-57 period 
under the rate level determined by the 
examiner, Colorado Interstate requested 
that the case be reopened to receive addi- 
tional evidence on field prices and cost 
of service. The commission denied this 
request, noting that the public interest 
requires an end to proceedings such as 
this. Concluding, however, that the test 
year 1954 was inappropriate for the years 
1956 and 1957, the commission granted a 
limited reopening in order to incorporate 
the record of a later docket containing 
1956 cost data. The parties to the later 
docket and the issues there involved were 
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said to be almost identical with those in- 
volved in the instant proceedings. 


Income Tax and Production Cost 


Colorado Interstate claimed to be en- 
titled to include in cost of service sub- 
stantial income tax savings resulting from 
the deduction of statutory depletion and 
intangible well-drilling expense relating to 
its West Panhandle field. The commis- 
sion denied this claim, noting that, as a 
condition to an earlier merger order, any 
such savings were required to be passed 
on to the ratepayers. 

Colorado Interstate contended that only 
the costs of producing and gathering in 
the West Panhandle field should be allo- 
cated to sales to Amarillo Oil Company 
under a contract which provided for the 
determination of price on such a cost 
basis. The staff and several interveners 
urged, as the commission itself has previ- 
ously held, that all of the general system 
costs, including particularly the higher 
cost of gas purchased in other fields, 
should be allocated to the Amarillo sale. 
Amarillo formerly owned extensive gas 
reserves in the West Panhandle field, and, 
under the agreement by which Colorado 
Interstate acquired them, Amarillo re- 
served a first priority for its own market 
requirements and provided that the cost 
to it should be limited to the cost of pro- 
ducing and gathering in this field only. 

The commission agreed with Colorado 
Interstate that the cost provision of the 
contract was in the nature of a reservation 
of a royalty interest and that the inter- 
state customers could not claim the bene- 
fits of low-cost West Panhandle field gas 
while at the same time rejecting those 
provisions which were unfavorable to 
them. To adhere to a policy of rolled-in 
costs in this instance, the commission 
said, would discourage Colorado Inter- 
state from acquiring new’ sources of gas 
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supply, since the acquisition of new 
sources would inevitably increase the 
losses it would suffer under the Amarillo 
contract. Furthermore, such losses would 
materially reduce the company’s rate of 
return. Commissioner Connole dissented. 


Jurisdiction over Direct Sales 


Although two customers purchased gas 
for boiler fuel intermixed with gas for 
resale, the commission ruled that it had 
no jurisdiction over the fuel gas sales, 
pointing out that the parties had entered 
into separate contracts for the separate 
measurement and sale of gas for boiler 
fuel. The mere fact that the direct sale 
gas was mixed with gas for resale did not 
give the commission jurisdiction over the 
whole volume. 


A contention was advanced that since 
Colorado Interstate had obtained no 
amendment of its certificate so as to au- 
thorize direct sales to the two customers, 
the commission’s jurisdiction necessarily 
continued as to all of the gas sold to them. 
The commission indicated that while the 
company’s omission might constitute a 
violation of § 7 of the act, that considera- 
tion would have nothing to do with 
whether the commission has jurisdiction 
to regulate rates under §§ 4 and 5. Juris- 
diction to control gas transportation un- 
der § 7 is separable from rate jurisdiction 
under §§ 4 and 5. Any refund as to the 
direct sales was, therefore, eliminated. Re 
Colorado Interstate Gas Co. Opinion No. 
313, Docket Nos. G-2260 and G-2576, 
June 21, 1958. 


Reverter against Public Policy 


HE California commission denied an 

application by a highway common 
carrier for authority to sell certain opera- 
tive rights and personal property and lease 
its terminal to a newly organized corpora- 
tion. The purchaser’s application for au- 
thority to incur indebtedness to acquire 
the rights and property involved was like- 
wise denied. 

Under the terms of the conditional sales 
contract, there was a possible reverter of 
operating rights without commission ap- 
proval upon default of the purchaser. The 
commission found that such a clause was 


contrary to public policy. As a general 
rule, held the commission, a conditional 
sales contract whereby a seller retains 
legal title to a public utility’s operating 
property and attempts to divest himself of 
public responsibility is not in the public 
interest. The commission also found that 
the capitalization of the purchaser was 
such that it would not be able adequately 
to maintain the operating rights sought to 
be transferred until the effects of new 
management could be realized. Re A. T. 
L., Inc. Decision No. 56640, Application 
39582, May 6, 1958. 


Order Increasing Intrastate Railroad Rates to 
Level of Interstate Rates Reversed 


HE United States Supreme Court re- 
versed a lower court order affirming 
an Interstate Commerce Commission 
grant of an increase in intrastate freight 


rates to the general level of interstate 
rates. The order was based upon the com- 
mission’s ultimate finding that existing 
intrastate rates caused undue, unreason- 
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able, and unjust discrimination against 
interstate commerce. The subsidiary find- 
ings of the commission were that existing 
intrastate rates were abnormally low and 
failed to contribute their fair share of 
the revenue needs of the railroads, and 
that the conditions incident to intrastate 
transportation were not more favorable 
than those incident to interstate move- 
ments. 

The court held that the commission’s 
subsidiary findings were not supported by 
substantial evidence, since there had been 
no showing of the comparative costs of 
performing intrastate and interstate serv- 
ices in Utah. There had also been no 
showing, other than that intrastate and 
interstate traffic was handled by the same 
crews and intermingled in the same move- 


Demurrage 


HE United States court of claims held 
that the United States was liable to a 
railroad for demurrage, Although no writ- 
ten order had been issued to the railroad 
for transportation of howitzers on flat- 
cars, the traffic manager had notified the 
railroad that flatcars would be needed 
to load howitzers at a military reserva- 
tion. 
The railroad, in anticipation of loading, 


ment, that all material factors bearing 
upon the reasonableness of intrastate and 
interstate rates were substantially the 
same. Intrastate transportation is primari- 
ly the concern of the state, pointed out the 
court. Federal power exists in this area 
only when intrastate tariffs are so low 
that an undue or unreasonable advantage, 
preference, or prejudice is created as be- 
tween persons or localities in intrastate 
commerce on the one hand and interstate 
commerce on the other, or when those 
rates cast an undue burden on interstate 
commerce. Proof of such must meet a 
high standard of certainty. Before a state 
rate can be nullified, the justification for 
the exercise of federal power must clearly 
appear. Utah Pub. Service Commission 
v. United States et al. 2 L ed 2d 886. 


Liability 
had placed flatcars inside the reservation. 
The placement, said the court, was not 
for the convenience of the railroad, which 
had ample room to accommodate the cars 
outside the reservation. Subsequently, the 
Marine Corps had issued a route order di- 
recting shipment of the howitzers by 
truck, contrary to previous practice. 
Union P. R. Co. v. United States, 159 F 
Supp 613. 


Eminent Domain Authority of Federal Power Licensee 
Survives Collateral Attack in State Courts 


_: United States Supreme Court re- 
versed a Washington supreme court 
decision which upheld a lower court judg- 
ment, in favor of the state of Washington, 
enjoining the construction of a federally 
licensed hydroelectric project by the city 
of Tacoma on the navigable Cowlitz river. 

Although the city had been granted a 
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general power of condemnation in connec- 
tion with its statutory power to produce 
and distribute electricity, the state court 
held that the legislature had not author- 
ized the city to condemn state property, 
such as a state fish hatchery which Ta- 
coma would have to take in order to pro- 
ceed with the project. The state court 
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further held that Tacoma derived no 
power from the federal license to con- 
demn the fish hatchery, in the absence of 
an express grant of such power by state 
statute. The essence of the controversy 
was whether the federal license gave the 
city capacity to act under the license in 
constructing the project and delegated to 
it federal eminent domain power to take 
the state property, which was essential to 
the project, in the absence of state legis- 
lation specifically granting such authority. 


State Foreclosed by Prior Decision 


On certiorari, the United States Su- 
preme Court sustained a contention of the 
city that the question had been finally 
determined by a decision of the United 
States court of appeals and that the pro- 
ceedings in the Washington courts were 
impermissible collateral attacks upon the 
prior judgment. Neither the state supreme 
court nor the United States Supreme 
Court can, in such a case, re-examine and 
decide a question which has been finally 
determined by a court of competent juris- 
diction in earlier litigation between the 
parties, it was pointed out. 


Under § 313 (b) of the Federal Power 
Act, the court of appeals has exclusive 
jurisdiction to review orders of the Fed- 
eral Power Commission, and the judg- 
ment of the court is final, subject to re- 
view by the Supreme Court of the United 
States. Hence, upon judicial review of an 
order, all objections to the order, to the 
license it directs to be issued, and to the 
legal competence of the licensee to exe- 
cute its terms must be made in the court 
of appeals or not at all, the Supreme 
Court stated. 

In the proceedings before the commis- 
sion and the court of appeals, the state 
advanced the same argument that it took 
to the state supreme court. The court of 
appeals had affirmed the commission’s 
order granting the license to Tacoma, 
rejected all contentions raised by the state, 
and particularly approved the commis- 
sion’s finding that the city had complied 
with such state law as was appropriate to 
effect the purposes of the license. When 
the Supreme Court refused to review this 
decision, it became final and remains bind- 
ing upon the state of Washington. City 
of Tacoma v. Taxpayers of Tacoma et al. 
2 L ed 2d 1345. 


Corporate Shell Device to Evade State Commission 
Jurisdiction Fails 


Re United States Supreme Court 
nipped an attempt by a motor carrier 
to evade certain rate-making practices of 
the California commission when it re- 
versed a lower court judgment affirming 
the Interstate Commerce Commission’s 
approval of a transfer of operations to a 
subsidiary corporation organized for that 
purpose. 

Pacific Greyhound had sought to trans- 
fer a portion of its operating. authority to 
a corporation that had engaged in no pre- 


vious business activity and was not a 
carrier. The operation had been experi- 
encing substantial losses, which Grey- 
hound claimed stemmed from the state 
commission’s practice of determining the 
necessity for increased intrastate rates in 
the light of total revenues from all intra- 
state operations. The company deemed 
this to be an unjustified subsidization of 
the local losses with profits from unrelated 
operations. 

At issue in the case was the exclusive 
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and plenary authority of the Interstate 
Commerce Commission to approve the 
transfer under § 5(2) (a) of the Interstate 
Commerce Act. The court pointed out 
that the purpose of the section is to facili- 
tate merger and consolidation in the Na- 
tional Transportation System, that the 
language of the section expresses clearly 
the desire of Congress that the transporta- 
tion industry proceed toward an inte- 
grated national transportation system 
through substantial corporate simplifica- 
tion. 

The court interpreted the section as 
contemplating an acquisition by one car- 
rier of another carrier, and not of a car- 
rier by an entity which is a mere corporate 
shell without property or function. The 
statute does not authorize the commission 
to approve a motor carrier’s transfer of its 
operations in a particular area to a sub- 
sidiary corporation organized by the 
motor carrier for that purpose, said the 
court, where the transfer contemplates, 


not an acquisition but a split-up by which 
operating rights which are solely those of 
the motor carrier would be divided with 
the subsidiary, and the motor carrier’s 
control would be dissipated and its func- 
tions dismembered in the hope of escaping 
certain practices of the state commission. 

Notwithstanding the ICC’s lack of ju- 
risdiction under § 5(2)(a) of the act, the 
court pointed out that the commission 
could assert jurisdiction over the transfer 
of interstate operating rights under § 
212(b) of the act, which provides that, 
except as specified in § 5, any certificate 
or permit may be transferred pursuant to 
such rules and regulations as the commis- 
sion may prescribe. Since it appeared 
from the brief that the carrier’s applica- 
tion had contained an alternative prayer 
for approval of the transfers under § 
212(b), the case was remanded for pro- 
ceedings in conformity with the opinion. 
County of Marin et al. v. United States 
et al. 2 L ed 2d 879. 


Central Agency Plan Not Station Abandonment 


HE South Dakota commission author- 
ized a railroad to put into effect a cen- 
tral agency plan, under which two or more 
stations would be served by having one 
agent, and by carrying the station in its 
tariffs, retaining the depot, and rendering 
central agency service for the receipt, dis- 
patch, and delivery of carload shipments. 
Less-than-carload shipments would be 
handled at the central station only. 
Obviously, said the commission, the 
central agency plan does not constitute 
abandonment of the station. Abandonment 
involves the withdrawal of the agent, 
striking the station from the carrier’s 
tariff, removal of the depot building, and 
making no provision for the receipt or de- 
livery of shipments at such points. 
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The railroad was directed to eliminate 
the wasteful expenditure of its revenues in 
maintaining at each of the 69 stations in- 
volved an unneeded full-time agent at full- 
time pay under the terms of a contract 
with the Telegraphers’ Union. The con- 
tract was held not binding upon the com- 
mission, since a utility cannot, by private 
contract, displace and destroy the commis- 
sion’s jurisdiction and statutory duties. 
To the extent that the commission had 
jurisdiction over adequate rail service, the 
order directing the elimination of the con- 
tract provision would have the effect of 
releasing the railroad from its perform- 
ance, pointed out the commission. Re Chi- 
cago & N. W. R. Co. F-2499, May 9, 
1958. 





th = ~*~ wate TH bow’ —_ —_* 


~—~ «A Fe Fe 


PROGRESS OF REGULATION 


Commission Denies Obsolescence Reduction 


HE Missouri commission denied, in a 

transit company fare proceeding, a 
request by a city to make a substantial 
reduction for obsolescence in the com- 
pany’s fair value rate base. The commis- 
sion pointed out that streetcars were still 
in daily use, and had been acquired re- 
cently with the full knowledge and ap- 
proval of the commission. The company 
should not have its net original cost rate 
base reduced because of the prospective 
early retirement of its facilities, said the 
commission, which, to a large measure, 
would result from municipal require- 
ments. 

With respect to prepayments and spe- 
cial deposits, the commission pointed out 
that it had followed the practice of allow- 
ing such items as a component of the rate 


base if their inclusion was sought and 
justified by the company applying for the 
rate increase. 


Transfer Charge 


A proposal to charge for transfers was 
denied. Patrons generally transfer by 
necessity rather than choice, said the com- 
mission. The inconvenience, delay, and 
annoyance incident to changing from one 
vehicle to another make the transfer ride 
a less desirable service to the patron even - 
though it may cost the company more to 
provide. The additional time necessary 
for change making incidental to exacting 
a transfer charge would serve to slow 
down service for all riders. Re St. Louts 
Pub. Service Co. Case No. 13,896, June 
12, 1958. 





Other Recent Rulings 


Student Fare Tokens. The Connecticut 
commission denied a transit company’s ap- 
plication for authority to increase school- 
children fare tokens from four for 25 
cents to two for 25 cents, but authorized 
ten for 95 cents, commenting that, al- 
though declining passenger patronage no 
longer warranted maintenance of a school 
ticket fare that was materially and sub- 
stantially below the adult fare, it could 
not accept the argument of a 100 per cent 
fare increase for school tickets. Re Burns 
et al. (Gray Line Bus Co. of Bridgeport) 
Docket No. 9637, May 14, 1958. 


Operating Ratio. The California com- 
mission authorized a small transit com- 
pany to increase rates sufficiently to afford 
an operating ratio of 97.8 per cent, upon 
evidence of a substantial increase in oper- 


ating costs and heavy current losses. Re 
Inglewood City Lines, Decision No. 
56865, Application No. 39825, June 17, 
1958. 


Transit Company Operating Ratio. 
The Connecticut commission granted a 
transit company increased fares which 
would result in an operating ratio of 96.07 
per cent. Re Bridgeport Auto Transit Co. 
Docket No. 9642, May 14, 1958. 


Burden of Proof. In granting, on a pro- 
visional basis, reduced rates filed by an 
electric company following a substantial 
reduction in its cost of purchased electric- 
ity, the California commission noted that 
the burden of proving the reasonableness 
of the new rates remained upon the com- 
pany. Re California-Pacific Utilities Co. 
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Decision No. 56731, Case No. 6102, May 
27, 1958. 


Local Carrier Preferred. Promotion 
and support of small, efficient public car- 
riers who have pioneered a given area are 
a vital factor in the overall evaluation of 
public convenience and necessity, the Cali- 
fornia commission indicated in a rival pro- 
ceeding for sight-seeing transportation au- 
thority. Re Bay Rapid Transit Co. et al. 
Decision No. 56797, Application Nos. 
39620, 39651, June 4, 1958. 


Exhaustion of Administrative Reme- 
dies. The United States court of appeals 
held that a telephone subscriber who 
claimed that the company had charged 
him unreasonable and excessive rates 
could not maintain a judicial, action for 
refund, injunction, accounting, and unjust 
enrichment without first exhausting ad- 
ministrative remedies. Booth (Booth Co.) 
v. American Teleph. & Teleg. Co. et al. 
253 Fd 57. 


Lawful Rate. The United States court 
of appeals held that interstate freight 
rates, to have final lawfulness and valid- 
ity, must be lawfully established, just and 
reasonable, nondiscriminatory and non- 
prejudicial, and that a freight rate which 
lacks any of these essentials cannot be 
the valid, lawful rate even though it be- 
comes the applicable rate by virtue of 
being on file with the commission. Chi- 
cago, M., St. P. & P. R. Co. v. Alouette 
Peat Products, 253 F2d 449. 


Offsetting Overcharges. The United 
States court of claims held that the fed- 
eral government was not barred by limita- 
tions from administratively offsetting 
overcharges paid on Commodity Credit 


Corporation shipments against current 
freight bills sued upon by the same car- 
rier, even though the overcharges were 
paid more than six years before the offset 
was made. Baltimore & O. R. Co. v. 
United States, 158 F Supp 862. 


Revocation upon Discontinuance. The 
Michigan supreme court held that, under 
a statute dealing with revocation of a 
common motor carrier certificate on dis- 
continuance of service, the burden of 
proof and of affirmative action and inves- 
tigation of service is taken off the com- 
mission where the issue of discontinuance 
arises between the commission and the 
offending carrier ; when the issue is raised 
by rival or competing carriers and not by 
the commission, the issue remains pri- 
marily one of fact to be determined upon 
hearing like other disputed issues of fact. 
J. E. Bejin Cartage Co. et al. v. Michigan 
Pub. Service Commission et al. 89 NW’2d 
607. 


Fireworks Transportation. The Texas 
court of civil appeals held that a munici- 
pal ordinance declaring the transportation 
of fireworks unlawful and declaring the - 
presence of any fireworks within the city 
to be a nuisance, discriminated against 
interstate commerce and impeded its 
movement. City of Fort Worth v. Atlas 
Enterprises, 311 SW2d 922. 


Formula Not Required. The New York 
commission held that, in fixing just and 
reasonable fares for one of the numerous 
types of tickets or variety of railroad 
services, it is not required to adhere to 
and meticulously apply the rate-base- 
times-rate-of-return formula. Re New 
York C. R. Co. Case 18033, May 21, 
1958. 
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Switch blade rotates on axis to 
relieve contact pressure. 


PM-40 Double-Side-Break Switch features easy-rotating 

blade, high pressure silver-to-copper contacts, factory- In closing position, PM-40 Switch 
sealed insulator bearing, and heavy duty construction. blade moves from 45° to 90° 
Voltage ratings, 115 to 330 KV; 600 to 1600 amperes. angle to lock easily aaa see 


ere’s easy, positive operation with 
elta-Star’s PM-40 Side-Break Switches 


‘ase of operating Delta-Star’s PM-40 Double- 
3reak starts with its engineered simplicity. The 
ing blade operates by over-toggle mechanism on 
i‘er rotating insulator. Balanced spring arrange- 

reduces operating effort when switch is opened 

osed. 


* simplified blade-actuating mechanism exerts 
nous: power to easily break ice or corrosive forma- 
tions -assuring ease of operation at all times. 


PM-40 contacts are straight-line current path de- 


sign with no offset to produce stress during fault 
currents. Tubular switch blade is one-piece, hard- 
drawn copper, with silver inlay contact points. The 
blade rotates on a factory-sealed, ball-bearing base. 

Where you prefer or require side-break switches 
in voltage ratings of 115 to 330 KV, the Delta-Star 
PM.-40 definitely deserves first choice consideration. 


Write Dept. 45C, Delta-Star Electric Division, 
H. K. Porter Company, Inc., 2437 Fulton Street, 
Chicago 12, Illinois. District offices in principal cities. 


H.K. PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Steel, Delta-Star Electric, Disston, Forge & Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd. 























Industrial Progress 


vision. Dr. Huskey is largely r spor Sg 
sible for the logic design of the G-1} 


Consumers Power Plans to Spend 
$130,000,000 in 1959 


CONSUMERS Power Company, 
Jackson, Michigan, estimates that ex- 
penditures for expansion and im- 
provements for this year will amount 
to $88,550,000. Projections for 1959 
expansion expenses are about $130,- 
000,000. Consumers spent $105,500,- 
000 last year. 


VEPCO Continues 
To Expand 


VIRGINIA Electric & Power Com- 
pany will spend about $70,000,000 
this year for construction, up from 
about $60,000,000 in 1957, according 
to Erwin H. Will, chairman of the 
executive committee and vice chair- 
man of the board. 

The company contemplates a con- 
struction program of $65,000,000 to 
$70,000,000 in 1959. 


G-E Ships 375,000-KVA 
Transformer to 
Commonwealth Edison 


A 275-ton power transformer, larg- 
est ever built by General Electric, was 
shipped recently from the company’s 
Pittsfield, Mass., factory to the Com- 
monwealth Edison Company, Chi- 
cago. 

The giant transformer can handle 
375,000 kilovolt amperes, enough elec- 
tric power to serve a city of 500,000 
persons. 

It will step up to 138,000 volts the 
17,100-volt power from a new 305,000 
kilowatt generating unit now under 
construction at Commonwealth-Edi- 
son’s plant at Joliet, Illinois. 

Stripped of accessories and drained 
of oil for shipping, the transformer 
weighed more than 200 tons, yet it 
was delivered upright on a standard 
drop-bed freight car. 

The Joliet transformer weighs less 


20 





than 1} pounds per kilovolt-ampere 
of electrical capacity—about a pound 
less per KVA than the biggest trans- 
former built by G-E only ten years 
ago. 

It has coolers of a new type, espe- 

cially designed for large power trans- 
formers. The new coolers have a heat 
transfer capacity almost twice that of 
conventional cooling units. 
_ Progress in transformer design 
has made possible packing more pow- 
er into smaller space, a company 
spokesman said. “We are confident 
that we can build a 500,000-KVA 
unit that can be shipped by rail up- 
right, in a one-piece tank.” 





Aluminum Connector Section 


Published By Delta-Star 


INFORMATION on aluminum 
power connectors, section 11 of Bul- 
letin 38-E on power connectors for 
copper conductors, has been issued 
by Delta-Star Electric Division, H. K. 
Porter Company, Inc. 

The 51-page section on all new de- 
signs for aluminum includes 33 pages 
of bolted and expansion types, and 
15 pages of welding connectors. The 
section’s first three pages present 
general information. Complete de- 
tails are offered on each type of bolt- 
ed, expansion, and welding connector, 
with scaled drawings, photographs 
and charts that list run, SPS tubing 
catalog numbers, dimensions, bolt di- 
ameters and other information. 


Dr. Harry Huskey Heads 
Development Group for 
Bendix Computer 


HARRY D. Huskey, Ph.D., asso- 
ciate professor in electrical engineer- 
ing and mathematics at the University 
of California at Berkeley, is coordi- 
nating the activities of a newly formed 
Advanced Programming Development 
Group for the Bendix Computer Di- 






















He is one of the foremost pi: nee 
in the field of electronic compute 
and has served as consultant to I ‘endi 
since 1953. The group is currentl 
engaged in developing compilers fo 
the G-15D general purpose computd 
system. The Advanced Programmin 
Development Group is located igs™ 

derkeley, California. 


Carrier Announces 
New Product Catalog 


A COMPLETE 72-page catalog fo 
accurate selection of central statio 
air conditioning units from two ne 
Weathermaker lines for convention y 
and multi-zone applications is anf” °° 
nounced by Carrier Corporation. J/* 

Dehumidification coils for dired 
expansion or chilled water can be s¢ 
lected by cither the entering and lea 
ing wet bulb conditions or apparatu 
dewpoint temperature methods. 
specially-developed conversion cha 
for using whichever method is dej* 
sired provides a simple two-step of 
eration to the proper coil size. 

Equipment can be chosen in fiv 
minutes that previously took up t 
two or three hours to figure, accor 
ing to Robert C. White, chief prod 
uct specialist. Work pads of th 
charts in a larger size are also avail 
able as a separate item. 

Copies of Central Station Weather 
maker Catalog, number 39ACW-5) 
are available on request by writin 
Carrier Corporation, Carrier Park 
way, Syracuse, N. Y. 
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Electro-Motive Names 
Gustavson Manager »f 
Electric Utility Sales 
APPOINTMENT of Hari'd P 
Gustavson as manager of electric uti 
ity sales for Electro-Motive |):visi0 
(Continued on page 22) 
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—and want Kerite insulation for a special application 
or unusual condition, you have only to lift the 
Phone. Kerite specialists can show you cables for 
a wide variety of end uses and conditions. 

Each combines Kerite insulation with outer cover- 
ings of the most advanced material and engineering. 
Each provides maximum service reliability and 


if you have a cable problem... 


economy. And each has been proved on actual jobs. 
As cable experts will confirm, no other cable can 
match this record of performance. We believe you 
will be impressed by the evidence. 
Our headquarters is at 30 Church St., New York 7. 
Branches are in Ardmore, Pa., Boston, Cleveland, 
Chicago, Houston, San Francisco, Glendale, Cal. 


KERITE CABLE 


Lo the KERITE That makes The aly ference 
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This is not an offer of these Securities for sale. The offer is made only by the Prospectus. 


NEW _ ISSUE 


$15,000,000 


The Washington Water Power Company 
First Mortgage Bonds, 432% Series due 1988 


Dated August 1, 1958 Due August 1, 1988 


Price 100.416% and accrued interest 


Copies of the Prospectus 


15 circu 


may be obtained in any State in which this 
from only such of the underwriters, including 
s may lawfully offer these securities in such State. 





Kidder, Peabody & Co. Blyth & Co., Inc. 
Laurence M. Marks & Co. 


The First Boston Corporation 


White, Weld & Co. 


Allen & Company 
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NEW ISSUE 
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The Washington Water Power Company 
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Price $40.625 per Share 
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Laurence M. Marks & Co. 


Allen & Company Merrill Lynch, Pierce, Fenner & Smith Dean Witter & Co. 
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of General Motors, builder of Dies 
powered generating equipment f 
peak loads and reserve capacity, 
announced by Paul R. Turner, dire 
tor of sales for Electro-Motive, 

“In his new capacity, Mr. Gusta 
son, who has been petroleum equi 
ment sales manager with headguarte 
in Dallas, Texas, will report t« Fre 
erick W. Walker, Jr., assista:t gey 
eral sales manager in charge o° utili 
sales,” Mr. Turner said. 


























Combustion Engineering 
Awarded $5,000,000 Contrac 
By VEPCO 


| COMBUSTION Engineering, In 
New York, has been awarded a $5 
000,000 contract by the Virginia Ele@ - 
| tric and Power Company covering © 
| 200,000-kilowatt controlled circulg 
tion boiler to be installed in the la 
ter’s Possum Point station, located qe 
the Potomac river at Quantico, Vi 
ginia. 
Virginia Electric was the first uti 
ity company to purchase a controll 
circulation boiler following Combu 
tion’s introduction of this new hig 
pressure design in 1950. Since the 
more than 100 boilers of this typ 
representing a total investment of a 
proximately $500 million, have beg 
purchased by the American utili 
industry. 
| The boiler just ordered for the Po 
| sum Point station will be the eight 
| controlled circulation unit purchase 
by Virginia Electric and will be t 
| largest boiler in the company’s systen 
Stone and Webster Engineeri 
_ Corporation is serving as consultan 
for Virginia Electric on the new pro; 
ect as it has on the seven precedi 
| installations. 
















































Westinghouse Presents First 
Athens-Built Transformer 
| To Georgia Power 


| THE first distribution transform 
built at the new multimillion-doll 
Westinghouse Electric Corporatio 
transformer plant at Athen: 
gia was presented on July 2. 
officials of the Southern Comp iny afl 
the Georgia Power Company. 

Otis O. Rae, vice presi! 
charge of the Westinghous: sou! 
eastern region, made the pres«ntati0 
in a brief ceremony followin : 
of the facility by officials of | 
companies, community lead:rs, a! 







and t 





































press and radio representatives. Af 
tending the ceremonies was A. 4 
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Thanks to the accelerated type action of 
the REMINGTON STANDARD, typists reach 
new highs in speed and operating ease of 
manual typing. This outstanding per- 
former provides sharp, clean, distinctive 
printwork...in a broad range of hand- 
some type styles. 

In addition to these features, only the 
REMINGTON STANDARD has exclusive 
FoLp-A-MATIC construction... permitting 


and tested Tempo Touch on the REMINGTON STANDARD does the rest! 


almost instant access to vital operating 
areas. And the REMINGTON STANDARD is 
no slouch when it comes to dressing up an 
office... it’s really a beauty. Learn more 
about this superlative typewriter by writ- 
ing for folder R8751 to Remington Rand, 
Room 1812,315 Fourth Ave., New York 10. 


Memingtor. Frand. 


DIVISION OF SPERRY RAND CORPORATION 
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(Continued ) 


Monteith, vice president, apparatus 
products for Westinghouse Electric. 

Accepting the transformer, which 
was ordered from Westinghouse 
more than a year ago when plans to 
build in Athens were first announced, 
were J. J. McDonough, president, and 
J. R. Carmichael, manager of pur- 
chases and stores, both of Georgia 
Power; and C. B. McManus, chair- 
man of the board, Southern Company, 
and other Southern Company execu- 
tives. 


Hundreds See "Crossroads of 
Light’ During First Year of 
Operation 


General Electric’s outdoor lighting 


proximately 1,200 persons. 


representatives from all 48 states, | 
Puerto Rico, Cuba, Canada, Mexico, | 
and the Virgin Islands. The visitors | 
were utility executives; officials of 
municipal, state, and federal govern- 
ments; architects; consulting engi- | 
neers ; and highway and traffic engi- 
neers, 

The unique test facility includes a | 
one-third mile concrete and asphalt 
roadway network where the effects of | 
virtually every combination of mod- 
ern street and highway lighting can 
be demonstrated. According to Jo- | 
seph T. Bailey, general manager of 
General Electric’s Outdoor Lighting 
Department, it would be necessary for 
an individual to visit 25 to 30 differ- 
ent towns throughout the country to 
see everything that can be seen at one 
time and in one place at Henderson- | 
ville. 

At the “Crossroads of Light’’ pro- 
vision has been made for testing the 
effect of all three major light sources 
—filament, mercury, and fluorescent 
—on residential streets, traffic streets, | 
main business streets, whiteways, and | 
suburban highways. The streets vary 
in width from 25 to 70 feet. More 
than 150 luminaires of 15 different 
types are mounted on steel, aluminum, 
concrete, and wood poles with a va- 
riety of brackets and similar mount- 
ing devices. Both overhead and un- 
derground wiring is used, and lumi- 
naires may be operated from either 
multiple or series circuits. 

Parallel - to- roadway fluorescent 
lighting and “Tee-Lighting,” two rela- 
tively new street lighting concepts, 
have been among the most popular 
installations with visitors. 


(Continued on page 26) 





DURING its first year of operation, 


“proving ground” — officially called | 
“Crossroads of Light” — at Hender- | 
sonville, N. C., was visited by ap- 


Included in the visitors’ roster were | 































































digs them all, big or small, 
services...extensions...mains 


This Cleveland “95” is cutting clean, wide trench in 
loose dirt and gravel for a new gas main in western | 
Michigan. You can see how easily its discharge conveyor ie 
is handling the big volume of spoil from the spudded | 
trench and placing it precisely where wanted for quick | 
and easy backfilling. 
The “95” works just as efficiently on small extensions 
and service lines, too. Highly maneuverable and compact 
(only 4914” across the crawlers) for digging in crowded 
quarters, its shiftable, reversible conveyor lets it dig 
right by poles, trees, hydrants, etc. 

This usability plus proven reliability over a long life 
makes your distribution budget dollars go farther with 
a Cleveland. 











the CLEVELAND TRENCHER Co. 


20100 ST. CLAIR AVE. © CLEVELAND 17, OHIO 


exeece 









| wish we had more time 
and personnel to prepare Design and Consulting 
for this rate case! Engineering Services 
% Pioneer has specialized in 
cogent = Se eae Pe » designing power plants for 
j / 8 56 years. It offers design 
Your staff is overloaded now. ' 3 service for fossil fuel, hydro 
: uals _ and atomic plants. It will also 
Call in the specialists and ‘ aeclet w toreenstine toad 


let them carry the peak load. | sg growth, in site selection, in 
7] purchasing and expediting 


HOW ABOUT PIONEER? Sh aguapenent-andin se 

. pervising construction. 
Pioneer's other services in- 
clude substation, transmis- 
sion and distribution studies 
and design. 








Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis, cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 











COLES 






































Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
countingand tax counsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 


NEW! 

On your letterhead, 
write for 40-page 
booklet, ‘‘Pioneering 
New Horizons in 
Power."’ Describes, 
illustrates Pioneer's 
engineering services, 
and corporate serv- 
ices, from financing to 
operation. 














' | Pioneer Service 
GIVE YOUR NON-ROUTINE | | &Engineering Co. 


Co. OPERATIONS TO PIONEER! i 231 South La Salle Street 
? Chicago 4, Illinois 





INDUSTRIAL PROGRESS—( Continued) 


Twenty-One Nations Will Exhibit 
Atomic Energy Devices at 
Geneva Conference! 


(Note: See Feature Article, Page 
228, “Nuclear Power Abroad in Mid 
1958”—Part I) 

THE first of September, 21-nations 
will converge on Geneva, Switzer- 
land, for the Second United Nations 
International Conference on Peaceful 
Uses of Atomic Energy. They will 
f exhibit their scientific achievements in 
harnessing the power of the atom. 
Fusion devices, fission reactors, uses 
of isotopes, models of nuclear power 
plants, demonstrations of techniques 
used in producing and processing 
atomic fuels, an atom smasher—plus 
a host of other scientific wonders that 
have been developed which are des- 
tined to multiply the usefulness of 
the mighty mite, the atom, will be 

displayed. 

Here are the twenty-one nations 
who will publicize their atomic wares 
- September 1 thru September 
15: 

Argentina; Australia; Belgium; 
Canada; Czechoslovakia; Denmark; 
France; German Federal Republic; 
Hungary ; India; Italy; Japan; Nor- 
way; Spain; Sweden; Switzerland; 
Union of South Africa; USSR; 
United Kingdom; United States; 
Venezuela. 

The various governments will put 
on informative demonstrations of the 
various devices on display. A build- 
ing 2 blocks long will contain the ex- 
hibits which will occupy a total of 
75,000 square feet. 

The exhibit on controlled thermo- 
nuclear fusion will include “actual op- 
erating devices” from the United 
States; a historical description of 
research in the United Kingdom and 
a model of the “ZETA” device at 
Harwell; a display by France; and 
models, diagrams and equipment by 
he Soviet Union illustrating scientific 
papers submitted by USSR. Essen- 
ially, these fusion devices are de- 
igned to heat a tube of gas such as 
deuterium, which is a form of hydro- 
pen, to temperatures higher than 
hose in the sun or stars. At such 
emperatures the highly charged gas 
becomes “plasma,” sometimes called 
he “fourth state of matter.” As the 
emperature goes higher and higher, 
plectric and magnetic fields inside the 
ube are used to stabilize the plasma 
hnd keep it from touching the walls 
bf the container. When some point 
beyond 100 million degrees centigrade 
s reached, the nuclei theoretically 
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should fuse and give off energy. 

If this reaction can be made self- 
sustaining and the energy harnessed, 
scientists predict that the world will 
have a source of power that should 
last a billion years. Deuterium could 
be extracted from the oceans at a cost 
of less than 1 per cent of the cost of 
coal. However, there are many prob- 
lems yet to be solved before the fusion 
principle can actually be put to work. 

Two live nuclear fission reactors 
will be on exhibition by the United 
States. One will be the 10-kilowatt 
Argonaut training reactor and also 
TRIGA, a training, research and iso- 
tope producing reactor. In addition, a 
full scale model of the 38-foot-high 
pressure vessel and core of the power 
reactor now producing electricity at 
Shippingport, Pennsylvania, will be 
displayed. The United Kingdom will 
have models of power stations under 
construction and of research reactors 
designed to improve the performance 
of future power stations. France will 
show plans for production of elec- 
tricity by the Marcoule prototype re- 
actors and a model designed to show 
the various experimental facilities of 
the EL-3 research reactor now operat- 
ing at Saclay, near Paris. 

Italy will feature a model of the 
CP-5 research reactor it is now build- 
ing in Ispra. A model of the boiling- 
heavy-water reactor nearing comple- 
tion in Halden will be shown by Nor- 
way. 

And Sweden will present models of 
two reactors being built to produce 
heat and power, the R-3 and “Adam” 
plus an exhibit of experimental fa- 
cilities of the new research station at 
Studsvik, near Stockholm. 

Various technological processes will 
be illustrated by individual countries. 
And Sweden will have a model of an 
actual Atom Smasher called a Syn- 
chroton, Production and processing 
methods of nuclear fuels, construc- 
tion and operation of reactors and 
uses of radioactive isotopes will be 
among the many exhibits shown. 


PG&E Adding 165,000 Kw 
To Hunters Point Plant 
AN expansion program that will add 
165,000 kilowatts of generating ca- 
pacity to Pacific Gas & Electric Hunt- 
ers point power plant in San Fran- 
cisco is nearing completion. 

The new unit is the fourth to be 
placed in service and will give the 
plant a total capacity of 427,000 kilo- 
watts to meet the growing power de- 
mands of San Francisco and its ad- 
joining peninsula. 


With the expansion, capacity of 
plant will be increased to 10 tim 


le sty 


what it was when it was first opendbn pl. 
in 1929. The original capacity wabns n 
42,000 kilowatts and in 1948 and 19M. bi 


two more units were added, bring; 


the output to its present 262,000 kildhen 1: 


watts. 
Construction work has requir: 4 tw 


years and the expansion makis th; 


plant the fourth largest in the ''G& 
system. 

The new unit has been instal ed o 
the south end of the present sti 
Its turbine generator is out-of-.! 
with the boilers covered only 
open-sided umbrella-type struc 
Cooling water for the condenser 
be borrowed from San Francisco 
through a new intake structure 
screen well constructed on the s 
bank of the existing intake cazal, 

Included in related expansion ac 


carry the increased capacity to Mis 
sion substation at Eighth and Missio 
streets and to Martin substation nea 
the Cow Palace. 


Generating Capacity Additions 
Need Thorough Analysis 


THE importance of utility organiza 


ould go 
require 
the uni 
rKW, 
prototy} 
tion for 
ditions. 


tions making “thoroughgoing eco. 


nomic studies” when they are under 
taking generating capacity addition 
was stressed during a West Coas 
General Meeting of the American In 
stitute of Electrical Engineers. 

In a paper presented at a sessiot 


was ani 
meatx, 
nN, 

Until r 


on management research and systeng, 


engineering, T. W. Schroeder an 


G. P. Wilson of the Illinois Poweg ,; 


Co., Decatur, IIl., said: 


“Generating capacity additions geng, 


erally involve the largest block invest 
ment electric utility organizations arg 
called upon to make. In many cases in 
the past there has been a tendency to 
select the unit size primarily upon 
upon expected load growth, reserve 
requirements, or some other single 
predominant factor without ful! con- 
sideration of the combined effect of the 
major factors which bear upon the 
problem. 

“ . The investment represented 
by large capacity additions wart 
careful analysis to provide th: 
capacity in the most efficient 1: 
from the business point of view 
analysis requires thoroughgoi 
nomic studies which include + 
eration of the many factors im 
... In this as in many other fi 
engineering study, computer 


Sann 
am 
nd $ 


u 


lowati = 
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INDUSTRIAL PROGRESS--—( Continued) 


jues ‘aake this practical and allow 


im@fe stuc’y of numerous capacity addi- 


dn plens with their varied ramifica- 

Mns nore effective than has hereto- 

re be -n possible 

It ws advised that once a study has 

en rade and the next new unit 

mmiited, it should be repeated prior 
the addition of each subsequent 
it. This, they pointed out, insures 

Mking due cognizance of all factors 

hich may be subject to change. 

hen ‘he study is repeated at some 
ture date, it should be conducted 

r the same span of years and the 

rget late moved ahead accordingly, 

Mey said. 

Among the factors that should be 
sidered, they said, are where to 
stall the next unit, when the unit 
ould go on the line, auxiliary pow- 
requirements and the size and type 
the unit needed in relation to cost 
r KW, efficiency and operating and 


 Wilintenance costs. The two men took 


SGprototype system and outlined a so- 
tion for selecting generating capacity 
ditions. 


ressens Named Sales Manager 
hirlpool Electric Utility Div. 


ERBERT L, GRESSENS has been 
omoted to sales manager of the elec- 
(Oc utility division of Whirlpool Corp., 
was announced recently by Dwight 
meaux, general manager of the divi- 
Sin. 
Until recently on special sales as- 
mments, Mr. Gressens succeeds 
Reg Armstrong, now general man- 
rer of the RCA Whirlpool Detroit 
les Division. In his new position 
b will be responsible for RCA Whirl- 
pol sales department relationships 
ith electric utilities and will assist 
i developing sales, programs 
Ad prenotions. 


PG&E To Make Power from 
Geyser Steam 


\CIF C Gas & Electric Company 
“BS ann: unced plans to convert geyser 
‘am ato electric power. It will 
nd $’ million to construct a 12,500 
lowati generating plant that will pro- 
iric power from geyser steam 
noma, California, about 40 

rth of San Francisco. Addi- 
‘nerating units are contem- 

the first installation proves 

‘al and sufficient new steam 
produced. When this new 
‘icam-electric plant goes into 

. it will be the first of its 

the United States and the 


world’s first all privately financed 
geothermal plant. 


Eskew Appointed Arkla 
Engineering and 
Research Head 


ROBERT K. ESKEW, one of the 
nation’s pioneers in the development 
of absorption systems for year-around 
air conditioning, has been named di- 
rector of engineering, research and de- 
velopment for Arkla Air Conditioning 
Corp., according to an announcement 
by W. R. Stephens, president of 
Arkla. 

At the same time Mr. Stephens an- 
nounced that the general sales offices 
for Arkla have been located perma- 
nently in Little Rock, Ark., under the 
direction of W. G. Wepfer, general 
sales manager. 

Arkla’s plant at Evansville, Ind., 
now engaged in the manufacture of 
gas air conditioning equipment and 
the new product, “Gaslites,” remains 
under the direction of L. E. Wal- 
bridge, vice president of Arkla in 
charge of production. Production of 
the Sun Valley All-Year gas air con- 
ditioning units is now at the rate of 
10,000 units per year. 

Mr. Eskew will have offices in 
Evansville. He has been associated 
with gas absorption refrigeration and 
air conditioning work since 1936, when 
Servel, Inc., began development of the 
all-year gas air conditioning units. 


ARI Issues Standard for 
Heat-Operated Air-Conditioners 
RECOGNIZING the development of 


new types of heat-operated air-condi- 
tioning units, the Air-Conditioning 
and Refrigeration Institute has issued 
the first ARI Standard for such units, 
it was announced recently by George 
S. Jones, Jr., Managing Director of 
ARI. 

Titled ARI Standard 250-58, “Uni- 
tary Heat-Operated Air-Conditioning 
Equipment,” the new Standard ap- 
plies to units “whose major energy 
input is in the form of heat—either 
directly from gas or oil combustion, 
or from such energy sources as hot 
water, steam, or electric resistance 
units.” 

The gas utility industry has recently 
redoubled its efforts to develop and 
market gas-operated air-conditioning 
equipment, and a number of manufac- 
turers are producing such equipment, 
which also is usable with other heat 
sources, 

The new Standard applies to fac- 
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tory-made “residential, commercial, 
and industrial heat-operated air-condi- 
tioners or matched assemblies . . . 
which normally include an evaporator 
or air-cooling coil, a heat-operated 
cooling apparatus, and may include a 
heating function as well...” 

Copies of the new Standard may be 
obtained from Air-Conditioning and 
Refrigeration Institute, 1346 Connecti- 
cut Avenue, N. W., Washington 6, 
D. C., for 35 cents each. 


Pyle-National Company Acquires 
Steber Manufacturing 


PYLE-NATIONAL Company, of 
Chicago, pioneer manufacturer of elec- 
trical connectors, fittings and lighting 
equipment, has contracted to acquire 
the Steber Manufacturing Company, 
of Broadview, IIl., a major producer 
of outdoor lighting fixtures and light- 
ing equipment, it was jointly an- 
nounced recently by William C. Croft, 
president of Pyle-National, and Clar- 
ence L. Steber. Mr. Croft reported 
that Steber Manufacturing would con- 
tinue its operations as a Division of 
the Pyle-National organization. Ste- 
ber’s headquarters plant in Broadview, 
its West Coast manufacturing plant in 
Los Angeles, and its Canadian opera- 
tion in Toronto, Steber-Woodhouse, 
Ltd., are all involved in the acquisi- 
tion, 

Clarence Steber, a 48-year veteran 
in the American electrical equipment 
industry, will continue active leader- 
ship of the Steber operation as presi- 
dent of the Steber Division of Pyle- 
National, He is slated to become a 
vice president and director of Pyle- 
National in the near future. 


Crawford Named President 
Of Republic Flow Meters 


WILLIAM F. CRAWFORD, vice 
president, Republic Flow Meters 
Company, a subsidiary of Rockwell 
Manufacturing Company, has been 
named president of Republic accord- 
ing to an announcement by James D. 
Cunningham, founder of the company. 
Mr. Cunningham moves up to the 
post of chairman of the board. 

Mr. Cunningham founded Repub- 
lic in 1911 to make mechanical and 
electrical controls for the electric and 
gas utility industries. The firm, lo- 
cated on Chicago’s northwest side, is 
a major supplier of instruments and 
special equipment to the power, chemi- 
cal, and petroleum industries. Repub- 
lic Flow Meters became a part of the 
Rockwell Manufacturing Company in 
March, 1957. 
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lf your problem concerns EF T P L F T Y R AT E s 7 


you will want these two companion volumes 


Preparing 
for the 
Utility 

Rate Case 


by Francis X. Welch, 
B. Litt., LL. B., LL. M. 





320 pages 
Price $10 


MONG the values of this compilation of experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up rate 

case groundwork 
& saving time and expense of participants 
& cutting down “lag losses” 


> increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 


Rate Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 
B. Litt., LL. B., LL. M. 
400 page: 
Price $12.55 


HIS companion volume deals with those procedur:| 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practic:! 
problems of conducting the case — 


> filing the application 
> introducing the evidence 


& examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways of 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 

Examination In Chief 

Cross-Examination and Rebuttal 

Evidence in a Rate Case 

The Case for Complainants or Rate 
Increase Protestants 

The Expert Witness 

Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 

Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comparable 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 


WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
the AMERICAN APPRAISAL company 2 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 

















CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economie & Management Consultants 


37 Wall Street 437 Shoreham Blidg. 
New York 5, N. Y. Washington 5, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 











DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 














* Standby 
% Augmentation 
*% 100% Town Supply 
Design * Engineering ¢ Construction 


1] WEST 42ND STREET NEW YORK 36,N.Y 














Ford, Bacon & Davis 


2 
VALUATION int CONSTRUCTION 
REPORTS Eng eers RATE CASES 


NEW YORK @ CHICAGO @ LOS ANGELES 














(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





FOSTER ASSOCIATES 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 








GIBBS « HILL, inc. 
Consulting Engineers 
k. DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 















GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


525 LANCASTER AVE. 
READING, PA. 


© WASHINGTON © PHILADELPHIA © NEW YORK 


FOUNDED 1906 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis mp A D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAM es — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 











Mention the FortNIGHTLY—/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





INTERNATIONAL ENGINEERING COMPANY, INC. 





Design and C lting Eng 5 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





The Ku Lyi eon loyoradion 


ENGINEERS e C.O°-N¢S TRUCT O RS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND a 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. #=s CHARLOTTE, N. C. 











Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS Hy ACCOUNTING, FINANCING, RATES, 
PURCHASING ey INSURANCE AND DEPRECIATION 
231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 

















SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK 








NEW YORK 
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(continued) 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 








STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return °* Valuations ° Capital Costs 
Customer Surveys ° Depreciation Studies 
Regional Economic Studies °* Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 

















STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e Construction e Reports e Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 

















| The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 








DESIGN—SUPERVISION HANDY-WHITMAN INDEX 
+ li J 
REPORTS—VALUATIONS ounemin ten tou 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
ee EARL L. CARTER 
Consulting Engineer 
Abram$’Aerial S 
""Coyooation Waele Re PR 


x . . Public Utility Valuations, Reports and 
Topographic and Planimetric Maps ; 
Mosaics, Plons & Profiles for all np Cll Sean 
Engineering work. 910 Electric Building Indianapolis, Ind. 
Abrams Bidg. Lansing, Mich. 











BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 


Engineers - Architects - Consultants 


KANSAS CITY, MO. G CONSOLIDATED 


P. O. Box 7088 GAS ANnp SERVICE CO. 
Phone: DElmar 3-4375 














Mention the FortNIGHTLY—I/t identifies your inquiry 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 

















FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation—Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 








JACKSON & MORELAND, INC. 
Engineers and Consultants 


Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








A. S. SCHULMAN ELECcTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 8S. MICHIGAN AVE., CHICAGO, ILL. 
Ta 


Los Angeles mpa 














PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Nuclear * Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


¢ 
oN sv 
BLisued * 








The R.W.STAFFORDCO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 

Natural Gas Conversions 

Plant Management & Operations 

Accident & Insurance Investigations 

Peak Shaving & Standby Plants 

EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 




















LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 


Studies—Reports 
St. Louis ° 


San Francisco ° Washington 
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ANCHOR AWEIGH 


There is an ever increasing demand 
for power in its most useful form. 
The immediate demand stems from 
electric utilities, in the United States 
and elsewhere. Therein lies a barom- 
eter of progress, of a national and 
international economy. In short, 
people are living better today, and 
living better electrically. Anchor 
Metals, Inc., supplies the need for 
useful power. Directly. By service, 
and by engineering specialization in 
the needs of the electric utilities. The 
company’s transmission towers range 
from the ice-locked sweeps of Alaska, 
course and criss-cross the United 
States, forest the ranges of Mexico, 
reach to Israel. This, in a sense, is 
Operation Enlightenment. Since 1953 
the company has quadrupled its pro- 
duction rate and heavy equipment, 
more than doubled the number of 
employees. Therein lies another ba- 
rometer — progress in business is 
predicated on quality of service. 


At Anchor, quality is the slide rule 
of every operation. 








rN feito): 4 
fey =a-fle] Electrical transmission towers © switchyard structures ] 
steel distribution requirements 


DETAIL 
Along with galvanized steel. aluminum and other metals 


NO] Vom a 6] -15 are fabricated. Designs for economy are full-scale tested 


before field use. Fabricating steel in transit permits com- 


GALVANIZING petitive delivery throughout the U.S. Anchor Metals, Inc., METALS | \ | 


has pioneered the fabrication of aluminum in transit. we 
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“changeouts” are 
simplified by standardizing on unit sizes 
and ratings. 


Preferred Design transformers with uniform 
mechanical features and accessories expe- 
dite substation planning and construction. 


| POWER TRANSFORMERS 


Buy now 
for extra values 


GENERAL @@ ELECTRIC 


Repetitive manufacture of G-E standard-design medium transformers shortens delivery time, effects 
dollar savings for utilities. Also, simpler ordering procedures relieve electric utilities’ engineers of 


time-consuming design and specification work. 


OPERATION UPTURN spurs 
new interest in advantages 
of standardization 


‘extra values" 


General Electric’ss OPERATION UP- 
TURN Program is designed to help accel- 
eratetheupturn in the nation’s business by 
stressing “extra value”’ features of today’s 
products. Electric utilities, for example, 
can obtain these extra values now, espe- 
cially on standardized equipment. Major 
reason: the current economic situation 
re-emphasizes the importance of shorter 
shipments and savings to the user— 
traditional trademarks of standardized 
apparatus. Here are three examples: 
MEDIUM TRANSFORMERS _s repetitive 
manufacture (RM) has brought 8% sav- 
ing in price of these units—a saving to the 
industry of more than $20 million since 
1943. In the next ten years, an additional 
$40 million can be saved if utilities step 
up the purchase rate of RM vs. “‘special’’ 
transformers. 

incorporate 
“Preferred Design’? components—fea- 
tures which utilities specified in a pref- 
erence survey—so that improved trans- 
formers can be shipped 6 to 12 weeks 
faster, and also provide added economies 


inherent in standardized products 
take on} new importance in present economic situation 


through simplified substation and system 
planning. The PD Evaluation Form 
(GED-3400) outlines these benefits. 
DISTRIBUTION TRANSFORMERS, stand- 
ardized according to ratings and tank 
size, are stocked by more than 100 
General Electric warehouses for «xtra- 
fast ordering and delivery. These allow 
electric utilities to safely slash their 
transformer inventories, reduce ha: dling 
costs. ‘‘Changeouts’”’ are also sim; lified 
since higher-rated units fit same m punt- 
ing hardware and poles, in most cass, as 
lower-rated transformers being rep iced. 
Result: important installation and ain- 
tenance savings for utilities. 

To find out how the benefits of : 
ardization are heightened by the c_ ‘rent 
economic situation, contact your local 
G-E Apparatus Sales Office. G eral 
Electric Company, Section 301-389, ‘che- 
nectady 5, New York. 


and- 


MORE POWER TO AMERICA 


GENERAL @@ ELECT) IC 





